CTO 


ECEMBER  15,  1996 
JANUARY  1,  1997 

EIGHT  DOLLARS 

BELGIUM  BF240 
FRANCE  FR40 
GERMANY  DM12 
ITALY  LI 3,000 
JAPAN  ¥780 
NETHERLANDS  G13 
SPAIN  P1000 
SWITZERLAND  SFR10 
UNITED  KINGDOM  £5 


THE  MAGAZINE  FOR  INFORMATION  EXECUTIVES 


How  to  Sell  in  the  Future 


Wi  the  Internet  Kill  EDI? 


Meet  the  EC  Pioneers 


AN  INTERNATIONAL  DATA  GROUP  PUBLICATION 


The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man¬ 
age  information-not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  of 
the  world's  air  cargo.  And  our  consultants  help  people  with 
everything  from  designing  customer  loyalty  programs  to 
integrating  global  databases.  It's  all  part  of  information 
management-our  way  of  helping  you  use  information  as 
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an  asset  to  gain  competitive  advantage.  Call  for  details 
and  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
Cathay  Pacific  Airlines  learned.  When  it  takes  information 
to  run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 
http://www.unisys.com  or  1-800-874-8647,  ext.  222  When  information  is  everything. 
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The  trick  is  to  control  these  costs 
now.  Which  is  exactly  what  Intel 
LANDesk®  Management  products 
can  help  you  do. 

Intel’s  award-winning,  integrated 
suite  of  products  gives  you  all  the 
tools  you  need— software  distribution, 
virus  protection,  monitoring,  alerting. 


Imagine  where  your  business 
would  be  without  the  PC.  It  has 
become  one  of  your  most  valuable 
business  tools.  But  it’s  also  becoming 
one  of  your  most  costly  to  manage. 
Ever  since  PCs  have  been  networked, 
the  cost  of  managing  them  has  grown 
like  a  weed. 
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Desktop 

management  costs. 

Control  them 
while  you  can. 


reporting,  metering  and  remote  access 
—together  with  a  single  interface.  Plus, 
our  two  new  products  let  you  deploy 
standardized  PC  configurations  and 
optimize  your  help  desk  so  your  staff 
can  solve  problems  quicker  and  save 
valuable  senior  IS  resources. 

The  integration  of  the  LANDesk 

©19%  Intel  Corporation. 


Management  products  translates  to 
simpler  management  and  fewer  hours 
invested  in  problem  solving.  You’ll 
not  only  increase  your  network 
uptime,  you’ll  lower  your  total  cost 
of  desktop  management. 

Visit  our  site  at  www.intel.com/ 
comm-net/sns/turn/cio4.htm  or 


give  us  a  call  at  1-800-538-3373,  ext.  816 
to  learn  more  about  how  Intel  can 
lower  your  business  computing  costs. 
Before  they  grow  way  beyond  control. 
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Business 
Process  Views 


Now  that  you  can  view  IT  resources  trom  a  business 
perspective,  you’ll  make  smarter  decisions  in  less  time. 


Now.  there's  an  easy  way  to  transform  IT  information 
into  intelligence. 

Business  Process  Views  let  you  view  IT  resources  from 
a  business  perspective.  So  you  can  make  smarter  decisions 
in  less  time.  It's  just  one  of  many  unique  and  innovative  fea¬ 
tures  of  the  new  CA-Unicenter  TNG. 

It's  the  first  open  and  independent  software  solution 
that  covers  all  of  your  existing  systems,  networks, 
databases  and  applications.  All  your  hardware.  All  your 
software.  All  your  IT  resources. 

CA-Unicenter  TNG  makes  it  easy.  With  a  stunning, 
real  world  interface  that  uses  3-D  graphics  to  let  you 
actually  "fly"  through  your  enterprise  without  leaving 
your  desk. 

Call  1-800-654-61 1 8  For  A  Free  TNG  Video 
And  To  Register  For  A  Seminar 
Or  Visit  Us  At  http://www.cai.com 


Call  today  to  learn  more  about  the  single,  integrated  solu¬ 
tion  for  End-to-End  Management.  It's  the  technology  of 
tomorrow  —  that's  available  today.  . 
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Software  superior  by  design. 
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42  The  Speed  of  Light 

The  challenges  of  transacting  business  on  a  network  have 
historic  foundations.  But  thanks  to  ubiquitous,  split-second 
access,  the  scope  and  pace  of  commerce  will  never  be  the  same. 
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48  The  Electric  Handshake 

More  than  a  new  type  of  transaction,  online 
commerce  is  changing  the  fundamental 
buyer/seller  relationship. 

By  Heath  Row 
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The  Once  and  Future  EDI 


28/  Off  The  Shelf  A  literary 


If  legacy  EDI  software  is  integrated  with  the  Web 
and  VANs  are  offered  by  Internet  service  pro¬ 
viders,  variations  on  EDI  will  keep  revitalizing 
this  important  EC  tool. 

By  Lynda  Radosevich 


PROFILE:  3M 

Sticking  with  Strategy 

When  it  comes  to  engaging  in  electronic  commerce, 
the  manufacturing  giant  that  brought  us  Scotch  tape 
and  Post-it  Notes  is  attached  to  making  sure 
each  initiative  supports  business  goals. 

By  Derek  Slater 


look  at  electronic  commerce 


PLUS/  Web  ad  spending,  e-mailing  in 
circles,  in  “e”  we  trust,  digitized  signatures, 
online  threats,  EC  adopters 
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Electronic  business 


mine 


Stake  your 


claim 


What  company  provides  your 


Internet  solutions? 


net.  Enter  Hewlett-Packard.  We  have 


manageability.  We’re  helping  move  companies 


w  e 


Whp%  HEWLETT 
mL'HM  PACKARD 


Inside  CIO 


t  -it'  ’V. 

3&.;. 


CONTINUED 


€ 


92 


Features 


CONTINUED 


INTERVIEW:  GEOFFREY  A.  MOORE 

Moore's  Law 

Geoffrey  Moore’s  technology  adoption  frame¬ 
work  can  help  CIOs  plan  for  the  wired  markets 
of  the  future.  By  Carol  Hildebrand 


Columns 


New  On  Our  Web  Site 


cio.com 

http://www.cio.com 


LEARN  MORE  ABOUT 
ELECTRONIC  COMMERCE 

This  special  issue  of  CIO  is  just  the  tip  of 
the  EC  iceberg.  From  Jan.  13-27,  we  will 
host  our  newest  Online  Feature  Forum, 

“Electronic  Commerce:  Should  You? 
Would  You?”  Exchange  questions, 
answers  and  opinions  with  CIO  writers, 
editors  and  readers  as  well  as  industry  experts. 

www.cio.com/forums/ec.btml 


GARTNER  VIEW 

Blueprints  for  the  Electronic  Store 

Interactive  electronic  sales  will  call  for  new  IT 
architectures  and  infrastructures.  By  Barbara  Reilly 

EMERGING  TECHNOLOGY 

EC  Payment  Schemes 

While  commerce  moves  across  networks  into  the  next 
millennium,  payment  methods  lag  behind. 

By  Elaine  M.  Cummings 

■  EC  partnerships  at  IBM 

■  Life  cycle  management  application,  wireless  tablet  PC, 
patent  database 

SHOP  TALK 
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Resource  Center  Visit  to  find  additional  articles, 
white  papers,  vendor  lists  and  information 
about  security  and  marketing  on  the  Web. 
www. cio.com/ Cl  OZrc_ec.html 


STILL  TALKING 

Three  recent  Online  Feature  Forums  are  contin¬ 
uing  indefinitely  due  to  popular  demand. 

Find  out  what  people  are  saying  about  the 

■  Year  2000  data  conversion 

(www.cio.com/forums/year2k.html) 

■  Webmaster's  Role 

(www.  web-master,  comlforumslcareer.html) 

■  SAP  R/3  Enterprise  Software 

( www.  do.  com/forums/SARhtml) 
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Memories  of  launching  an  online  product. 


By  Richard  Pastore 
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The  CIO  Archive  Search  our  collection  of  CIO 
feature  articles  dating  from  September  1 994. 
www.cio.com/ciomag/arcbive/cio_index.html 


■IDG 

INTERNATIONAL  DATA  GROUP 

Board  Chairman  Patrick  ).  McGovern 
President  Kelly  Conlin 

Chief  Operating  Officer  James  Casella 
Executive  Vice  President  William  P.  Murphy 


[»T»1 


[»ft  ' 


http://www.cio.com 


"  BUYING  THE  RIGHT 

COMPUTER  CAN  MOVE  YOU 

IN  THE  WRONG  DIRECTION." 


You’ve  got  terabytes  of  data,  hundreds, 
perhaps  thousands,  of  demanding 
users.  An  enterprise  hungry  for  a 
highly-available,  scalable  and  man¬ 
ageable  open  systems  solution.  And 
a  management  team  that  expects 
you  to  recommend  a  reassuring 
name  like  IBM,  HP,  or  DEC. 

If  you  give  them  the  right  name, 
rather  than  the  right  solution,  you, 


your  company,  and  your  career,  could 
all  be  in  for  a  very  big,  very  expensive 
let  down.  In  the  universe  of  large, 
complex  open  systems  solutions,  IBM 
doesn’t  rank  number  one.  (And  neither 
do  any  other  famous  names.)  We  do. 
We’re  Sequent  Computer  Systems. 

With  7,500  installed  systems  worldwide, 
Sequent  runs  some  of  the  biggest 
applications  around  the  globe.  What 


we  lack  in  brand  identity',  we  make 
up  for  in  expertise.  And  a  track 
record  for  success.  We  work  with 
many  of  the  world’s  largest,  fastest 
moving  companies.  Solving  the 
big  open  systems  IT  challenges 
companies  like  IBM  call  impossible. 

Our  customers  say  we’re  the  best  at 
our  business.  We  can  prove  it. 

To  you. ..to  your  management  team. 


Some  say  it  takes  a  lot  of  courage 
for  a  CIO  like  you  to  call  in  a 
company  like  Sequent. 

We’d  call  it  a  career  decision. 

Call  us  at  1-800-257-9044. 

Visit  our  internet  address 
at  http://www.sequent.com/. 

E5EQUEnT 

f^„0pen  Systems  That  Work 


©  1996  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  Compaq  Professional  Workstation  is  a  registered  trademark  of 
Compaq  Computer  Corporation.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  and  the  Pentium  Pro  Processor  Logo  are  trademarks 
of  Intel  Corporation.  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  In  Canada,  we  can  be  reached  at  1-800-567-1616. 


distributed 


access 


With  all  clue  respect  to  RISC/UNIX-based  systems,  we  think  you’ll  find  the  Compaq  Professional 
Workstation  offers  something  that’s  been  sorely  missing  in  proprietary  workstations.  Namely,  freedom. 

To  begin  with,  you’ll  have  plenty  of  power  to  run  your  specialized  applications.  This  is  made 
possible  through  a  range  of  cutting-edge  performance  features.  Including  Compaq’s  advanced  system 
architecture  which  is  optimized  for  Window's®  NT  and  can  run  up  to  two  Pentium®  Pro  processors.  And 
because  our  workstation  is  based  on  open  systems  standards,  you’ll  find  it  will  integrate  easily  into  your 
existing  network.  So  instead  of  having  to  work  within  the  constraints  of  a  proprietary 
system,  you’ll  have  the  flexibility  to  accommodate  your  needs,  whatever  they  are.  Of 
course,  with  Distributed  Access,  you’ll  also  be  assured  of  a  transparent  connection 
to  all  the  information  you  need  throughout  your  enterprise.  Even  in  RISC/UNIX  environments. 

Another  benefit  is  the  result  of  our  partnerships  with  leading  independent  software  vendors 
like  Microsoft,  SDRC,  Autodesk  and  PTC.  Because  these  solutions  have  been  thoroughly  tested,  you’ll  get 
optimum  performance  and  compatibility. 


Your  Reliance  On  Conventional  Workstations 

Is  About  To  Change  Forever. 


Finally,  our  workstation  provides  a  lower  cost  of  ownership — not  only  through  price:  performance 
but  also  through  Compaq’s  industry-leading  management  features 
and  comprehensive  service  and  support  programs.  Including 
hundreds  of  resellers  specially  trained  for  your  market. 

All  said,  the  Compaq  Professional  Workstation  is  unlike 
any  workstation  you’ve  ever  used  before.  Which,  of  course,  is 
exactly  the  point.  For  more  information  on  Compaq 
workstations  or  Distributed  Access,  visit  us  at 
www. Compaq. com  or  call  1-800-318-7774. 


So  what’s  under  the  hood?  l~2  200MHz  Pentium*  Pro  processors  with  NT  4.0,  a  256K  cache,  up  to  512MB 
of  ECC  DIMM  memory,  an  Ultra-Wide  SCSI  controller,  and  advanced  2D/3D  graphics  accelerators. 


COMPAQ. 


Has  It  Changed  Your  Life  Yet? 


In  Box 


LETTER  FROM  THE  EDITOR,  READER  FEEDBACK  AND  HOW  TO  REACH  US 


Regardless  of  what  business  you’re  in,  it’s  a  mistake  to  think  of  electronic 

commerce  just  in  terms  of  the  purchase  transaction.  “Anything  that  tightens  your  relationship  with  an  ex¬ 
isting  customer  increases  the  revenue  you  get  from  that  customer,”  says  Michael  Taylor  of  Arthur  D.  Little 
in  “The  Electric  Handshake,”  by  Staff  Writer  Heath  Row,  beginning  on  Page  48.  That  includes  online  mar¬ 
keting,  electronic  catalogues  linked  to  back-end  databases,  product  configura¬ 
tion  by  customers  over  the  Web,  the  manipulation  of  customer  data  to  enable 
cross-selling,  real-time  service  and  support,  and  on  and  on. 

The  Internet  makes  all  of  that  possible.  Unlike  traditional  EDI,  Internet 
commerce  enables  companies  to  coordinate  all  aspects  of  the  customer  rela¬ 
tionship,  causing  some  people  to  write  EDI’s  obituary.  “EDI  is  dead  in  24 
months,”  says  William  Schrader,  CEO  of  PSINet.  Others  are  not  so  quick 
to  dismiss  it,  pointing  out  that  vendors  are  finding  new  ways  to  wed  EDI 
and  the  Internet.  That  reminds  me  of  the  Notes  versus  the  Web  debate  that 
was  raging  early  last  year.  As  was  predicted  would  happen  with  Notes,  EDI 
will  evolve  into  something  more  flexible,  versatile  and  universally  accessible 
than  its  traditional  incarnation  and  will  be  more  secure  and  reliable  than 
the  Internet  in  its  raw  form.  (See  “The  Once  and  Future  EDI,”  by  Con¬ 
tributing  Writer  Lynda  Radosevich,  Page  66.) 

But  is  EC  really  a  mainstream  concern,  or  is  it  just  something  to  keep  consultants  and  gurus  occupied? 
David  Drew,  staff  vice  president  for  IT  at  3M,  has  made  EC  one  of  his  top  three  priorities  (see  “Sticking 
with  Strategy,”  by  Staff  Writer  Derek  Slater,  Page  80).  In  order  to  streamline  the  supply  chain  and  simplify 
the  buying  process,  the  company  is  expanding  its  EDI  capabilities,  creating  electronic  catalogs,  employing 
one-to-one  database  marketing,  exploring  Web-based  direct  selling 
and  enhancing  customer  service. 

Consultant  and  author  Geoffrey  Moore  says  electronic  commerce 
is  evolving  at  a  natural  pace.  “Open  EDI  is  not  going  to  come  in  a  big 
rush  next  year.  But  it  will  come  in  a  gradual  [and]  comfortable  way,” 

Moore  says,  in  an  interview  with  Senior  Writer  Carol  Hildebrand  on 
Page  92.  “The  key  for  CIOs  is  to  commit  to  the  correct  level  of  elec¬ 
tronic  commerce  every  year  and  not  push  beyond  the  envelope  that 
current  infrastructure  and  practitioners  can  support.” 

Let  us  know  about  your  EC  initiatives.  Write  to  us  at  letters@cio. 
com  or  join  our  online  forum  on  the  topic  at  www.cio.com/forums/ 
ec.btml,  running  Jan.  13-27. 

Special  thanks  to  Associate  Editor  Perry  Glasser  for  bringing  this 
issue  together  and  to  Senior  Graphic  Designer  Linda  Golon  for  her 


FROM  OUR  READERS 


JOBS  OF  DREAMS 
The  Executive  Counsel  column  by 
Cheryl  Dahle  in  the  Oct.  15, 1996  issue 
[“The  Stuff  Dream  Jobs  Are  Made  Of”], 
was  an  excellent  case  study  of  Progres¬ 
sive  Insurance’s  leadership  in  developing 
long-term  relationships  with  its  people. 
It  outlined  well  an  approach  I  hope  more 
companies  will  take  so  we  can  once 
again  build  longer-term  loyalty  in  the 
workforce.  Congratulations  to  Progres¬ 
sive’s  management  for  recognizing  true 
leadership. 

At  my  company,  we  are  still  struggling 
with  the  issues  of  casual  dress,  flex-time, 
incentives  and  flex-benefits.  While  I 
believe  we  offer  employees  good  com¬ 
pensation  and  benefits,  we  do  not  cus¬ 
tomize  benefits  to  meet  the  needs  of  indi- 
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if  you  tkink  electronic  markets 

are  all  liype,  we  kave 
some  real  surprises  for  you. 

EDS  has  the  experience/  insights  and  resources  to  help  you 
turn  new  technologies  to  your  business  advantage. 


IU 


4’ve  kelped  airlines  speed  up  customer  service  ky  adopting  ATM  tecknologies 
to  ticketing.  We’ve  kelped  pukliskers  develop  new  revenue  sources  on  tke  World  Wide 
Wek.  We’ve  kelped  a  wkole  industry  ketter  manage  orders,  inventory  and  payments 
using  secure  Internet  tecknology.  And  tkat’s  just  tke  keginning.  From  EDI  to  data 
mining,  data  management  and  transaction  processing,  EDS  kas  tke  experience, 
insigkts  and  resources  to  kelp  you.  We  can  skow  you  kow  to  do  kusiness  witk 
customers  anytime,  anywkere.  Strengtken  customer  relationskips.  And  more.  Rigkt 
now.  Today.  So  call  1-800-338-7767,  email  info@eds.com  or  visit  www.eds.com. 


►  A  more  productive  way  of  working 


EDS 


EDS  u  •  regi.tered  (tiJ/dmiL  of  Electronic  Data  SyiUpn  Corporation.  ®  1996  EDS. 
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viduals  and  maximize  return  on 
our  most  valuable  resources.  We 
are  just  beginning  to  empower 
the  department  heads  to  make 
variations;  this  has  previously 
been  suppressed  for  fear  of  being 
unfair. 

But  fairness  does  not  mean 
sameness.  The  only  thing  I  think 
your  article  may  have  lacked  was 
addressing  this  fairness  concern. 

Some  of  the  positions  we  have, 
especially  operational  or  support  posi¬ 
tions,  require  that  people  be  available  at 
specific  times,  for  instance.  In  a  small  com¬ 
pany  like  ours,  those  people  work  side  by 
side  with  people  whose  jobs  do  not  have 
the  same  requirements.  When  the  benefits 
for  two  employees  are  different,  how  do 
you  maintain  a  sense  of  fairness? 

The  fear  of  being  unfair  causes  more- 
conservative  executives  to  avoid  the 
issue  of  flexible  employment  policies 
entirely,  and  the  company  continues  to 
maintain  its  revolving  door. 

Right  now,  I  am  working  to  encourage 
policy  changes  in  dress  code,  flex-time 
and  work-at-home  opportunities.  Those 
are  the  issues  my  people  and  employment 
candidates  ask  for  frequently.  And  for 
employees  and  applicants  whose  spous¬ 
es  already  have  benefits,  I  am  trying  to 
encourage  implementing  benefit  credits 
that  could  be  used  to  purchase  more 
vacation/holiday  time  or  merchandise 
(since  we  are  a  retailer).  We’ll  see. 

Richard  Oppenheimer 
Information  Services  Manager 


Howto  Reach  Us 


Phone:  508  872-0080 

Fax:  508  879-7784 

Address:  CIO  Communications  Inc., 

492  Old  Connecticut  Path,  P.O.  Box  9208, 

Framingham,  MA  01 701-9208 

WebSite:  www.cio.com 

E-mail:  For  staff  e-mail  addresses,  visit 

www.cio.com/CIO/editstaff.html 

Subscriber  Services:  800  788-4605, 

Fax:  508  872-8506; 

E-mail:  denisep@cio.com 
Reprints:  Reprints  are  available  by 
calling  508  935-4539 


Thank  you  for  writing 
such  an  informative  and 
provocative  article.  I’m 
sure  every  IS  person  in 
every  company  thinks 
about  [employee  satis¬ 
faction]  daily.  Top  man¬ 
agement  likes  to  sweep 
the  issue  under  the  car¬ 
pet  and  chalk  it  up  to 
“young  people  just 
being  greedy.”  But,  as  you  point  out,  there 
is  a  lot  more  to  the  story.  Young  people 
and  those  who  have  been  around  for  a 
while  just  want  a  company  to  care  about 
its  employees.  Something  as  simple  as  free 
soft  drinks  can  make  a  world  of  differ¬ 
ence.  Morale  is  a  key  business  factor. 

Tom  Johnston 
Webmaster  &  Technical  Analyst 
Chemical  Teaman  Tank  Lines 
Exton,  Pa. 

In  the  sidebar  “Hire  Power”  accompa¬ 
nying  “The  Stuff  Dream  Jobs  Are  Made 
Of,”  you  offer  a  series  of  suggestions 
from  Philip  Anderson,  an  associate  pro¬ 
fessor  at  Dartmouth  College’s  Amos  Tuck 
School  of  Business  Administration,  and 
Jim  Gordon,  HR  manager  of  Progressive 
Insurance  Co.’s  claims  division,  for  hir¬ 
ing  IS  staff.  Those  suggestions  include  the 
following  “tips”: 

1)  “Hire  former  consultants  who  are 
‘vaccinated’  against  the  lure  of  big 
money  and  a  fast  life.” 

2)  “Avoid  hiring  IS  employees  whose 
resumes  look  like  AAA  maps.” 

As  a  consultant  (or  “contract”)  pro¬ 
grammer,  this  made  me  smile;  leaving 
aside  the  choice  of  “vaccinated”  as  a  word 
to  describe  a  consultant’s  condition  (why 
not  “accustomed  to”  instead  of  “vacci¬ 
nated  against”?),  I  am  wondering.. .don’t 
most  consultants  get  their  sought-after 
expertise  from  having  dealt  with  many 
different  clients  under  many  different  sit¬ 
uations  and  earning  “resumes  [that]  look 
like  AAA  maps”? 

Leonard  Silberstein 

Ellicott  City,  Md. 

Interesting  observation.  However,  while 
consultants  usually  work  for  a  series  of 
clients,  they  don ’t  necessarily  move  from 
employer  to  employer,  which  I  believe  is 
what  that  particular  caveat  refers  to. 
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HR  MANAGEMENT  SYSTEMS 


You  know  the  feeling.  Your  boss  appears 
in  the  doorway,  asking  for  information 
that  your  current  HR  software  just  can’t 
produce  on  demand. 

Fortunately,  with  a  Human  Resource 
Management  System  from  ADP,  every¬ 
thing  from  benefits  projections  to 
staffing  analyses  is  just  moments  aw7ay. 
Because  our  systems  are  so  flexible,  they 
allow  you  to  access  the  information  you 
want,  the  way  you  want  it. 

And  with  over  20  years  of  HR  expe¬ 
rience,  ADP  will  be  there  to  guide  you 
every  step  of  the  way.  From  cur¬ 
rent  system  analysis  to  new  system 
implementation  to  ongoing  mainte¬ 
nance,  we’ll  provide  a  support  team 
dedicated  to  your  needs. 

No  wonder  over  5,000  companies 
rely  on  ADP  for  HR  solutions.  Whether 
your  company  is  LAN-  or  WAN-based, 
requires  single-user  or  client-server  plat¬ 
forms,  we  provide  solutions  that  seam¬ 
lessly  integrate  your  HR,  benefits  and 
payroll  information. 

So  the  next  time  your  CEO  asks  for 
information,  you’ll  be  able  to  deliver  it  on 
the  spot.  To  find  out  more,  visit  us  at 
adp.com  or  call  for  a  free  demo  disk. 


Dear  Executive:  ^  its  Partners  *i«  tost  the  Fifth  Annual 

On  February  2-5, 1997,  CIC ’  C—fo X ^ ^^"stoooi  ^htltaders 

En^Wse  Vafoe  ^rate,  goventrnenh  and  tosur^  ^  ^  ^  ,g0s. 

"A  i"e  discussions  on  outsourcrng, 

Xnd  investment  management.  rf  .  $2  M1ion 

chain  and  the  transition  trom  r  \.rards  Ceremony  ««“  Dinner 

Participants  are  fovitedtn  untorwrttte^l^A^^^^^^^^^prism^de  Information 
Tuesday  "  f”  nts  in  demonstrating 

honor  recipients  for  their 

Technology  bene  rts.  ^  American  Express,  United  .^^^’u^versity,  and 

In  1996,  CIOs  from  compames^^  ConAgra  planning 

Pictures  &  Television,  Honey*  ^  ^  ^  innovabve  tin,* .%  QUS  group  of  IT 

5  — 

leaders  and  leant  the  latest  m 

Technology-  .  r  mation.  You  may  also  comp 

508-879-7720  or  cal  us  at 
this  unique  Retreat. 

Sincerely, 


L-. 

cl ZvruWsZri?  Present 

CIO  Communications, 


Zt^t^^AUmager 

Executive  Programs 


LmUin<-cUAWA  ’ 

.  t  Path  •  Framingham,  MA  01,01 

•  s  Inc  •  492  Old  Connecticut  Fat  ,?720 

CIO  Communications -.  to*  #  phone;  800-355-°246  Fax. 
http ://  wwW-  cio.com 


Enterprise  Value  Retreat  Partners: 

ACXIOM  _£IIIIEI 

*  INFORMATION  SERVICES 


JAT&T 

AT&T  Solutions 
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_ SYsrems 

The  Complete  Networking  Solution 
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Software  superior  by  design. 
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Awards 

E  R  E  M  O  N  Y 


Join  CIOs  and  other  corporate  thought 
leaders  from  Fortune  1000  organizations  for  a 
three  day  immersion  assessing  the  enterprisewide 
value  of  IT  and  the  virtual  value  chain. 


Participate  in  a  case  study  with  the  CEO 
and  CIO  of  a  $2  billion  power  cable  manufacturing 
corporation.  The  Retreat  will  be  facilitated  by 
F.  Warren  McFarlan  of  the  Harvard  Business  School. 


As  a  Retreat  participant,  you  are 
invited  to  be  our  guest  at  CIO’s 
Enterprise  Value  Awards  ceremony 
and  dinner  to  be  held  Tuesday 
evening,  February  4.  The  Award 
recipients  are  being  honored  for 
their  achievements  in  demonstrating 
ROI  from  Information  Technology, 


Proud  Underwriter  of  CIO  Magazine's 
Enterprise  Value  Awards 


Ip  AT&T 

AT&T  Solutions 


“We  are  in  the  midst 


of  a  technology 
discontinuity  which 
is  profoundly 
impacting  channels 
of  distribution, 
market  structures, 
organization  of 
work  and  service 
standards.  Good  management  is  at  the 
core  of  success.” 


-  F.  Warren  McFarlan 
Senior  Associate  Dean 
Director  of  External  Relations 
Ross  Craham  Walker 
Professor  of  Business  Administration 
Harvard  Business  School 


ou  will  take  part  in  a  real-life  case 
study  facilitated  by  F.  Warren 
McFarlan,  Senior  Associate  Dean, 
Director  of  External  Relations  and 
Ross  Graham  Walker  Professor  of  Business 
Administration,  Harvard  Business  School, 
designed  to  lead  participants  through  the  often 
tangled  path  of  Information  Technology  acqui¬ 
sitions.  From  conception  to  implementation, 
you  will  learn  how  to  justify  costs,  budget 
more  effectively,  sell  ideas  to  internal  manage¬ 
ment  and  users  and  gain  a  better  understand¬ 
ing  of  the  enterprisewide  strategic  implications 
of  your  decisions. 


Sunday,  February  2 


8:00am~10:30am 

12:30pm 


3:00pm-6:30pm 

6:30-7:00pm 


7:00pm-10:00pm 


Registration  and  Breakfast 

Golf  Tournament  at  Monarch  Beach 

Golf  Links 

Registration 

Retreat  Introduction 

F.  Warren  McFarlan 

Senior  Associate  Dean 

Di  rector  of  External  Relations 

Ross  Graham  Walker 

Professor  of  Business  Administration 

Harvard  Business  School 

Join  Retreat  participants  in  an 

event  synopsis 

Partner’s  Cafe 

Meet  other  participants  and 
Retreat  Partners 
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caBLeTRon 

_ SYsrems 

The  Complete  Networking  Solution™ 


ft 


OMPUTER 
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AT&T  Solutions 


Monday,  February  3 

7:30am-8:15am  Breakfast 
8:15am-8:30am  Welcome  and  Opening  Remarks 
Joseph  L.  Levy 
Group  Publisher  l?  President 
CIO  Communications,  Inc. 

8:30am- 10:00am  Managing  in  the  Marketspace 
John  J.  Sviokla 
Assistant  Professor  of  Business 
Administration 
Harvard  Business  School 
Implications  for  the  CIO  of  shifting 
from  marketplace  to  marketspace 
10:00am-10:30am  Mid-Morning  Break 
10:30am-11:15am  Exploiting  the  Virtual  Value  Chain 
John  J.  Sviokla 
Showing  how  to  extract  value  in 
"place"  and  in  "space" 
11:15am-12:00pm  Cybersmith  Case  Study 
John  J.  Sviokla 

Examine  this  tech-retail-store-cafe 
entrepreneurial  Web  venture 
12:00pm- 1:30pm  Luncheon 
1:30pm-2:30pm  Concurrent  Sessions 

Choose  among  several  sessions 
offered  by  our  Partners 

2:45pm-3:45pm  Concurrent  Sessions— Repeated 

4:00pm-5:00pm  Summation  of  days  case  study  and 

preview  of  Tuesday  s  case  study 
6:30pm-7:30pm  Partners’  Cafe 

Meet  other  participants  and  Retreat 
Partners 

7:30pm  Dine  Around  or  Captains  Table 


Tuesday,  February  4 


7:30am-8:15am 

8:15am-10:00am 


10:00am-10:30am 
10:30am- 12:00pm 


Breakfast 

Business  Process  Redesign  and  the 
Role  of  Intranets 
F.  Warren  McFarlan 
Changes  in  infrastructure  being  facili¬ 
tated  by  today's  new  technologies 
Mid-Morning  Break 
Enterprise  Value  Case  Study: 
Southwire  Corporation 
F.  Warren  McFarlan 
View,  in  depth,  this  privately-held  $2 
billion  power  cable  manufacturing 
company 


12:00pm-1:30pm 
1:30pm  -  3:45pm 


4:00pm-5:00pm 


6:30pm-7:15pm 

7:15pm 


Luncheon 

Case  Study  Workgroups 

Break  into  small  groups  to  develop 
the  case 

New  Ways  of  Assessing  IT  Services 

F.  Warren  McFarlan 

New  reflections  on  the  make/buy 

decision 

Enteq>rise  Value  Awards  Reception 
Meet  the  Award  winners  and  judges 
Enterprise  Value  Awards  Ceremony 
and  Dinner 

Join  CIO  and  AT&T  Solutions  in 
recognizing  the  winners  of  the 
Enterprise  Value  Awards 


Wednesday,  February  5 


7:30am-8:15am 

8:15am-9:15am 


9:15am-10:00am 


Breakfast 

Case  Study:  Roundtable  Presentations 
and  Discussion 

F.  Warren  McFarlan 
Examine  breakout  solutions 
Case  Study:  Epilogue  and  Reflections 
F.  Warren  McFarlan 


Roy  Richards,  Jr. 

Chairman  and  CEO 
Southwire  Corporation 

Lee  Hunter 

Vice  President 

Environmental  <Lr  Technical  Support 
Southwire  Corporation 

Review  case  decisions  with 
company  executives 
10:00am-10:30am  Mid-Morning  Break 
10:30am-11:45am  Delivering  IT  Results  in  the 
Information  Mediated  Age 
F.  Warren  McFarlan 
Techniques  and  processes  for 
ensuring  attractive  bottom  line  results 
11:45am-12:00pm  Summary 

F.  Warren  McFarlan 


Reservation  Form  on  Back  Page 
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A  Better  Return  On  Information *** 


^  Texas 
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ENTERPRISE 

VALUE 

RETREAT 


February  2-5,  1997 
Ritz-Carlton  Laguna  Niguel 
Dana  Point,  California 


ENROLLMENT  APPLICATION 

Please  complete  the  enrollment  form  in  its  entirety. 

Name _ Telephone  _ 

Title _ Facsimile _ 


Organization 

Address 


.Mail  Stop 


City,  State,  Zip 
E: Mail  Address 


I  will  bring  a  companion.  Name:_ 
(A  companion  is  included  at  no  cost) 


TID2 


What  is... 

Your  industry?. 


Your  organization's  annual  revenues  or  assets? 
Your  annual  IT  budget? _ 


The  title  of  the  person  to  whom  you  directly  report?. 


Which  of  the  following  statements  describe  your  personal  involvement  in  the  acquisition  of 
information  technology  products  and  services  for  your  organization?  (Check  all  that  apply) 


Do  you...  □  Identify  or  establish  the  need 

□  Initiate  the  purchase 

□  Evaluate  brands 

Fee:  □  $2,250  IS  Practitioner/Executive 

Please  make  your  own  hotel  reservations. 

□  $2,850  Government/Military 

This  fee  includes  your  hotel  for  three  nights.  CIO 
will  make  your  hotel  reservations  for  arrival 
Sunday,  February  2  and  departure  Wednesday, 
February  5. 


□  Specify/recommend  brands  or  vendors 

□  Authorize  the  purchase 

□  Approve  the  budget 

□  Bill  company 

□  Check  enclosed 

□  MC/AXA/ISA  (circle  one) 

Acct.  # _ 


Signature. 


Your  fee  includes  Retreat  attendance,  Retreat-related  materials,  meals,  entertainment,  companion  attendance  and 
the  Enterprise  Value  Awards  Ceremony  and  Dinner. 

Please  make  your  hotel  reservations  by  calling  the  Ritz-Carlton  at  714-240-2000. 

Be  sure  to  mention  you  are  attending  CIO's  Enterprise  Value  Retreat  to  receive  the  discounted  rate  of  $215.00  per  night. 
CIO  will  make  hotel  reservations  for  government/military  only.  All  fees  must  be  paid  prior  to  the  Retreat.  No  refunds  or 
cancellations  will  be  given  after  January  17,  1997.  CIO  reserves  the  right  to  limit  attendance  to  practitioners  and  Partner 
organizations. 

To  enroll  visit  our  Web  site  at  http://www.cio.com  or 
fax  this  completed  form  to  us  at  508-879-7720. 
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standards.  Good  management 


is  at  the  core  of  success. 


-  F.  Warren  McFarlan 
Senior  Associate  Dean 
Director  of  External  Relations 
Ross  Graham  Walker  Professor 
of  Business  Administration 
Harvard  Business  School 
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Participate  in  a  case  study  with  the  CEO 
and  CIO  of  a  $2  billion  power  cable  manufacturing 
corporation.  The  Retreat  will  be  facilitated  by 
F.  Warren  McFarlan  of  the  Harvard  Business  School. 


“We  are  in  the  midst  of  a 
technology  discontinuity 
which  is  profoundly  impact¬ 
ing  channels  of  distribution, 
market  structures ,  organiza¬ 
tion  of  work  and  service 


Join  CIOs  and  other  corporate  thought 
leaders  from  Fortune  1000  organizations  for  a 
three  day  immersion  assessing  the  enterprisewide 
value  of  IT  and  the  virtual  value  chain. 


Proud  Underwriter  of 
CIO  Magazine's  Enterprise 
Value  Awards 


AT&T  Solutions 
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Publishers  Note 


"Most  people  In  a  company  don't  realize  what 
technology  can  do  for  them.  The  CIO  can  be 
the  conduit  and  the  link  between  what  is 
possible  and  what  is  done." 

-Gordon  Brooks,  Senior  Vice  President 
Cambridge  Technology  Partners 


Never  underestimate  your  power  in  the  organization.  You  are  like  Mr.  Spock  on 
the  Starship  Enterprise.  Captain  Kirk,  your  CEO,  may  call  the  shots,  but  where 

would  he  be  without  his  second-in-command? 
Probably  acquired  by  the  Klingons. 

Technology  is  the  ammunition  that  keeps 
companies  competitive.  Used  wisely  (and  logi¬ 
cally),  it  can  warp  you  into  the  next  millenni¬ 
um.  We  have  dedicated  this  issue  to  one  tech¬ 
nological  weapon  that  may  do  just  that — 
electronic  commerce  (EC).  And  there’s  a  lot 
to  cover.  “EC  is  much  more  than  buying  and 
selling,”  says  Rick  Watson,  an  associate  pro¬ 
fessor  of  MIS  at  the  University  of  Georgia  in 
Athens.  “It’s  about  retaining  legitimacy  and 
operating  in  the  long  run.  It’s  providing  an 
ongoing  service  for  customers.”  From  EDI 
to  voice  response  systems,  smart  cards  to  Web-based  transactions,  EC  is  about 
building  relationships  with  customers  and  business  partners  to  ensure  your 
company’s  success. 

Yet  with  only  112  pages  in  this  issue,  how  can  we  do  EC  justice?  Beginning 
Jan.  13,  CIO  and  WebMaster  magazines  will  host  our  newest  Online  Feature 
Forum,  “Electronic  Commerce:  Should  You?  Would  You?  How?”  You  can  find 
it  at  www.cio.com/forums/ec.html.  The  forum  will  be  bolstered  by  our 
Electronic  Commerce  Resource  Center — a  source  of  additional  related  informa¬ 
tion  and  links  (www.cio.com/CIO/rc_ec.html). 

Implementing  EC  takes  more  than  the  right  technology.  It  also  requires  cul¬ 
tural  and  behavioral  change,  and  that  makes  your  task  more  challenging.  With 
this  issue  of  CIO,  the  EC  Online  Feature  Forum  and  the  EC  Resource  Center, 
we  hope  to  give  you  the  knowledge  to  boldly  take  your  company  where  no 
company  has  gone  before. 


*8 


P.S.  The  CIO  Enterprise  Value  Retreat  has  expanded  its  format,  giving  you  an 
extra  day  to  hear  from  industry  experts  on  IT  value  metrics  and  network  with 
peer  CIOs.  The  1997  Enterprise  Value  Retreat  will  be  held  Feb.  2-5  at  the  Ritz- 
Carlton  Laguna  Niguel  in  Dana  Point,  Calif.  Call  800  355-0246  to  register  for 
this  annual  event,  or  visit  our  Web  site  at  www.cio.com/conferences/ 
enterprise.html. 
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www.cio.com/marketing/salesoffices.html. 
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"Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months." 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 

Silicon  Graphics,  Inc. 


Over  the  last  decade  Silicon  Graphics, 
the  leading  manufacturer  of  high-performance 
visual  and  enterprise  computing  systems, 
has  been  one  of  the  fastest  grow¬ 
ing  companies  in  the  world. 

They  needed  new  busi¬ 
ness  applications  with 
the  flexibility,  seal- 
ability  and  technical 
architecture  to  support 
their  phenomenal  growth. 

Silicon  Graphics  chose  and 
implemented  Oracle  Applications  on 
SGI’s  high-performance  CHALLENGE  server  in 
just  1  5  months. 


Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle’s 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  modules 
for  finance,  supply  chain 
management,  manufac¬ 
turing,  projects,  human  re¬ 
sources  and  market  management. 

Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1059,  ext.  10728  today.  Or  find  us  on 
the  Web  at  http://www  .oracle.com/applications 


ORACLG* 

Enabling  the  Information  Age  ™ 


Oracle 


Applications 


©19%  Oracle  Corporation.  Oracle  is  a  registered  trademark,  and  Oracle  Applications  and  Enabling  the  Information  Age  are  trademarks  of  Oracle  Corporation  All  rights  reserved. 

All  other  company  and  product  names  are  trademarks  of  their  respective  owners. 


me  era  of  Java™  Enterprise  Computing 
is  at  hand.  No  longer  will  we  he 
tied  to  a  single  master.  As 
of  today  we  consider  the 

following  to  he  inalienable 
and  available  to  an. 

ere*  s»i°ns, 

whi eh  Is  hefore^^^f.  not 

simpl:^^Bpos3tDi8  > 

ixidlSiceivHle  * 


The  right  to  integrate  all  your 
disparate  systems  into  a  cohesive 


functioning  network . 


time  to  eliminate  your  application 
backlog  and  bask  in  the  freedom 
of  writing  an  application  once 
and  running  it  anywhere .  No  _ 
longer  willfyou  he  burdened  by 


any  client  jadmini  strati  on . 
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is  your  due  ,1  you  are  owed  a 

dramatie\  reduction  in  the 

cost  of  ownership.  We  stand  united, 
java  Enterprise  Computing  is  here 

set 


and  it  will 


http ;  //www .  sun .  com 
1-800-786-0785,  Ext.  470. 

THE  NETWORK  IS  THE  COMPUTER” 


on  s 


A 


©  1996  Sun  Microsystems,  Inc.  All  rights  reserved  Sun,  Sun  Microsystems,  Java,  the  Sun  Logo,  and  The  Network  Is  The 
Computer  are  trademarks  or  registered  trademarks  of  Sun  Microsystems,  Inc.  In  the  United  States  and  other  countries. 


microsystems 


That  not -very -boxy  box  pictured  above  is  the  new  network 
computer  from  Sun.  Now,  we’re  not  going  to  get  into 

speeds  and  feeds  other  than  to  say  it  probably  performs  as  well 
as  oi  better  than  what's  on  your  desk  right  now.  But 
that '  s  where  all  comparisons  end . ,r»h e c au«ts e  this  tjr£ oiks  ,  is 


le  c  or" 


er 


tire 


* 


You  see,  with  JavaS  tat  ions  on  your  intranet,  the  bulk  of  your 
computing  power  resides  on  the  network.  Which  means  you  can 
deploy  and  manage  applications  from  one  central  location. 


We're  talking  unprecedented  cost  savings  per  seat, 
ease  of  administration,  built-in  security  and 

srlobal  software  compatibility. 

Plus,  thanks  to  the  Java™  platform' s 
independence,  there's  no  risk  to  your 

current  investment  in  hardware 

or  software.  So,  the  question  isn't  are  they 
going  to  catch  on  (over  60  percent  of  the  Fortune  1000 
companies  are  already  using  Java  technology).  It's  more  like, 
when  are  you? 


N 


tox  moxe  information  contact  us  at  http://www.sun.com/station  ox  1-800-786-0785,  E*t .  475. 


THE  NETWORK  IS  THE  COMPUTER ' 


r  i,'  eived  Sun  Sun  Miciosysterris,  JavdStatiOn,  Java,  the  Sun1  Logo,  and  The  Network 
•  '  idemarks  or  registered  trademarks  ©!  Sun  Microsystems,  Inc  in  the  United  States 


Trendline 

NEWS,  INSIGHT,  HUMOR, 

Edited  by  Alice  Dragoon 


Friends,  Surfers,  Customers. 
Sell  Me  Your  Ears 


PAYING  ATTENTION 


_  Marketers  have 

long  salivated  at  the  prospect  of  deliv¬ 
ering  targeted  messages  over  the  Inter¬ 
net.  But  just  getting  the  right  message 
to  the  right  person  isn’t  enough.  If  the 
message  is  viewed  as  junk  e-mail  or 
your  Web  banner  ad  is  ignored,  all  is 
for  naught.  To  be  sure  they’re  getting 
consumers’  attention,  some  advertisers 
are  starting  to  pay  would-be  customers 
for  reading  online  ads. 

“In  modern  society,  attention  is  a 
scarce  commodity,  and  consumers 
should  get  paid  for  providing  it,”  says 
Nat  Goldhaber,  founder  and  CEO  of 
CyberGold  Inc.,  a  startup  marketing 
and  advertising  firm  in  Berkeley,  Calif. 
Goldhaber’s  company,  which  counts 
among  its  board  members  advertising 
guru  Jay  Chiat,  offers  a  Web-based  ser¬ 
vice  that  lets  registered  members  self¬ 
select  ads  for  the  products  and  services 
that  are  most  interesting  to  them. 

The  CyberGold  service,  which  is 
scheduled  to  go  live  in  early  1997,  will 


QOQD 


QUIZ- 


require  cus¬ 
tomers  to  log 
in  at  the  Cy¬ 
berGold  site, 
where  they’ll 
see  a  cus¬ 
tomized  page  of 
ads.  When  mem¬ 
bers  click  on  ads — 
and  prove  that  |hey’ve 
read  them  by  answer¬ 
ing  questions  about  the 
products — CyberGold 
“coins”  are  deposited 
in  their  accounts,  which 
they  can  use  to  buy 
products  and  services 
online.  CyberGold  will 
be  free,  but  members 
must  fill  out  a  user  profile  listing  their 
preferences.  For  their  part,  advertisers 
commit  to  a  fixed  advertising  budget 
that  buys  a  predetermined  number  of 
impressions  or  exposures  to  the  ad.  Ad¬ 
vertisers  that  pay  a  premium  will  be 


able  to  tajfget 
ads  to  fit  specific 
consumer  preferences. 
Another  new  service 
based  on  the  “pay-for-atten- 
tion”  model  is  Millennium 
Mailbox  from  Millennium 
Interactive  Technologies  Corp.  in  Mid¬ 
dletown,  N.J.  The  company  hopes  to 
sign  up  1  million  alpha  testers  to  read 
“ad-mail”  in  return  for  digital  cash. 

“People  who  sign  on  don’t  have  to 
give  us  information  about  themselves, 


FJere  We  Go  Loop-De-Loo 


IMPENDING  DISASTERS 


For  those  seeking  evidence  to 
substantiate  predictions  that  the  Internet  will  collapse 
under  its  own  weight,  here's  exhibit  A: 

Bellmore,  N.Y.-based  Internet  consul¬ 
tant  Wayne  Spivak  recently  found 
himself  caught  in  the  middle  of 
an  auto  responder  loop  from 
hell.  Someone  visited  his  Web 
site,  a  guide  to  computer  ven¬ 
dors,  and  sent  e-mail  to  his  auto 
responder  using  a  return  address 
that  was  also  an  auto  responder. 

Not  surprisingly,  chaos  ensued.  About 


1 0,000  messages  later,  Spivak  called  the  unwitting  perpe¬ 
trator's  Internet  service  provider  to  request  that  his  server 
be  taken  offline,  thereby  stemming  the  tide  of  e-mail. 
Until  the  next  batch  of  e-mail  server  software 

comes  along  with  code  to  prevent 
such  loopiness,  Spivak  is  taking  no 
risks.  His  Web  site's  home  page  is 
now  emblazoned  with  this 
bright-red  message  to  visitors: 
"Do  Not  Use  an  Auto  Respon¬ 
der  as  Your  E-Mail  Address!!  It 
Will  Cause  a  Server-to-Server 
Loop!!!!"  ■ 
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TOP  ILLUSTRATION  BY  ROBIN  JAREAUX;  BOTTOM  ILLUSTRATION  BY  JAMES  O'BRIEN 


Superior  automated 
back-up  and  restore 
from  the  world’s 
largest  manufacturer 
of  8mm 
tape  libraries. 


Some  things  are  hard  to  believe.  Like  disasters  and  total  data  loss.  But  these  things 
happen;  there’s  documented  proof.  If  it  ever  happens  to  you,  an  Exabyte  8mm  tape  library 
will  restore  your  data  faster  than  you  can  say  “mission  critical.” 

Exabyte  libraries  employ  sophisticated  technology,  like  intelligent  robotics  and  multiple 
drives  working  in  parallel,  to  ensure  fully  automated  back-up  and  rapid  file  retrieval.  Our 
modular,  field-replaceable-unit  design  yields  maximum  uptime.  And  when  equipped  with 
our  new  Mammoth  drive,  a  single  library  can  store  from  140  gigabytes  up  to  3.2  terabytes 
of  data  at  a  transfer  rate  up  to  86.4  GB/hr* 

As  the  leader  in  8mm  technology,  we’ve  designed  our  libraries  to  be  compatible  with 
60  software  applications  across  all  client/server  platforms.  And  Exabyte  is  the  only 
manufacturer  to  design  all  the  components  in  a  family  of  libraries;  these  include  drives, 
media  and  robotics.  Our  tape  library  expertise  eases  integration, 
assures  a  clear  upgrade  path,  and  delivers  superior  performance, 
all  at  just  pennies  per  megabyte. 

Capacity,  performance,  reliability,  and  fully  automated  back-up: 

It  all  adds  up  to  peace  of  mind  that’s,  well,  unbelievable.  EX  Ad 


N 


Call  1-800-EXABYTE 
for  your  free  storage 
automation  planner. 


http://www.exabyte.com 

*2:1  compression  ©1996  Exabyte  Corporation.  Exabyte  is  a  registered  trademark  of  Exabyte  Corporation,  1685  38th  Street.  Boulder,  Colorado,  80301  USA. 


Trendlines 


although  it’s  a  lot  more  useful  if  they 
do,”  explains  David  Helmstetter,  Mil¬ 
lennium’s  CEO  and  president.  The 
company  compiles  a  list  of  subscriber 
e-mail  addresses  and  then  lets  advertis¬ 
ers  bid  on  sending  ad-mail  messages.  In 
turn,  subscribers  bargain  with  advertis¬ 
ers  for  their  compensation.  For  exam¬ 
ple,  an  advertiser  with  a  $10,000  bud¬ 
get  can  reach  40,000  people  who  agree 
to  receive  25  cents  for  reading  the  ad. 
But  if  subscribers  demand  50  cents,  the 
ad  will  go  to  just  20,000  people. 

Both  CyberGold  and  Millennium 
say  they  will  not  provide  detailed  user 
information  to  advertisers  without 
users’  permission.  And  both  services  re¬ 
quire  members  to  interact  with  adver¬ 
tising  messages  in  some  way  to  guaran¬ 
tee  that  they  are  actually  reading  the 
ads.  The  companies  contend  that 
they’re  on  to  something  big.  “As  time 
becomes  much  more  precious,”  Helm¬ 
stetter  says,  “companies  will  be  willing 
to  pay  consumers  for  their  undivided 
attention.” 

-Megan  Santosus 


Patent  Disregard 


1886, 


Richard  Sears  invented 
electronic  marketing  by  selling  pocket  watches 
via  telegraph.  Soon  after  that,  he  met  a  fellow 
named  Roebuck.  The  rest,  as  they  say,  is  history. 


Here’s  the  Pitch 


WEB  AD  REVENUES 


Advertisers  spent  $1 38  million  on  the 
Web  in  the  first  three  quarters  of  1 996,  according  to  New  York- 
based  Jupiter  Communications'  AdSpend  data.  Third-quarter 
revenues  totaled  $66  million,  a  43  percent  increase  over  second- 
quarter  figures.  Microsoft  Corp.  was  the  biggest  spender, 
shelling  out  $2.9  million  for  Web  ads  in  Q3.  Netscape  Communi¬ 
cations  Corp.  led  all  Web  sites  in  third-quarter  ad  revenues,  col¬ 
lecting  $8.2  million;  the  top  1 0  Web  sites  took  in  64  percent  of  all 
ad  revenues.  Although  high-tech  ads  continue  to  dominate  cy¬ 
berspace,  noncomputer-related  consumer  product  advertisers 
accounted  for  1 3  percent  of  Q3  ad  spending.  Jupiter  predicts 
that  advertising  revenues  will  reach  $5  billion  a  year  by  2000.  ■ 


E.C.  LITIGATION 


These  days,  surfers  who  try  to  visit  the  old  Dial-A- 
Gift  Web  site  to  order  flowers,  balloons  and  gift  baskets  are  greeted 
with  a  “Server  Not  Found”  message.  The  flowers  at  the  site  that  once 
served  as  the  electronic  catalog  for  E-data  Corp.’s  phone-based  gift  or¬ 
dering  service  have  been  left  to  wilt  while  the  site’s  proprietors  wage 
court  battles  that  could  determine  the  rate — and  fate — of  electronic 
commerce  (EC)  on  the  Net. 

Since  fall  1995,  Secaucus,  N.J. -based  E-data 
( www.3wnet.com/corp/edata! ), 
which  holds  a  1985  patent  ^  ^ 

for  a  system  that  repro-  ^ 

duces  “information 
in  material  objects 
at  a  point-of-sale 
location,”  has 
filed  three  civil 
suits  in  Con¬ 
necticut  and 
New  York 
against  more 
than  40  compa¬ 
nies,  including 
CompuServe  Inc., 

Dun  &  Bradstreet 
Inc.,  First  Virtual 
Holdings  Inc.,  Intuit  Inc. 
and  Ziff-Davis  Publishing 
Co.  Claiming  that  the  companies’  EC 

activities  and  on-demand  electronic  distribution  systems  infringe  on  E- 
data’s  patent,  the  three-person  company  wants  to  collect  licensing  fees 
from  almost  everyone  distributing  digital  data  on  the  Internet,  floppy 
disks  or  encrypted  CD-ROMs. 

The  company  contacted  about  75,000  businesses  informing  them  of 
the  patent,  legal  actions  and  a  licensing  opportunity.  So  far,  some  20 
companies — including  Adobe  Systems  Inc.,  VocalTec 
Inc.,  and  IBM  Corp. — have  signed  a  limited  license  agree¬ 
ment  with  E-data  that  allows  content  providers,  resellers 
and  service  providers  of  electronic  distribution  applica¬ 
tions  to  participate  in  electronic  commerce  for  a  fee, 
ranging  from  1  to  5  percent  of  annual  net  revenues. 

Arnold  Freilich,  president  of  E-data,  says  the  company 
is  not  out  to  squelch  EC  or  to  blackmail  anyone  but 
merely  wants  to  defend  its  patent.  “We  never  claimed  to 
have  a  patent  for  software  distribution  and  electronic 
distribution;  we  claimed  to  have  a  patent  for  an  auto¬ 
mated  system  that  makes  it  happen,”  says  Freilich.  “If 
we  don’t  defend  it,  we  lose  it.” 

But  at  least  one  defendant  is  claiming  that  the  E-data 
patent  should  not  have  been  issued  and  is  based  on  tech¬ 
nology  already  in  use  before  the  patent  was  filed.  And 
Carl  Oppedahl,  counsel  for  Softlock  Services  Inc.,  a  de¬ 
fendant  in  the  New  York  case,  says  that  if  the  patent’s 
scope  is  as  broad  as  Freilich  and  E-data  claim,  and  if  the 
company  sets  a  steep  license  fee,  the  patent  could  slow  the 
growth  of  EC.  “Softlock  feels  that  the  claims  will  turn  out 


24  CIO  /  DECEMBER  15,  1996  /  JANUARY  1,  1997 


http://www.cio.com 


ILLUSTRATION  BY  JAMES  O'BRIEN 


SAS" 


FREE  for  a  Limited  Time. .  .A  CD  ROM  Preview  of 


The  Top  New 
Data  Warehousing 
Software 


When  200,000  IS  managers  were  asked  to 
choose  the  top  software  for  data  warehousing, 


their  answer  had  a  familiar  ring: 

SAS  software  from  SAS  Institute. 


PRODUCT 

OF  THE 

YEAR  1996 

IS  MANAGERS  CHOICE 


r  \ 


As  the  only  end-to-end  solution  for  rapid  data 
warehousing,  SAS  software  delivers  everything 
you  need  to  manage,  organize,  DATAMATION 

and  exploit  your  business  data. 

The  tools  you  use  to  build  a 
data  warehouse  are  the  same 
ones  used  to  maintain  it... run 
it... and  change  it.  And  what’s  more,  everything’s 
scalable.  You  can  jump  right  into  enterprise-wide 
information  delivery  applications... or  start  small 
and  build  on  yom*  success. 

SAS  software  doesn’t  consmne  overhead  for 
datal  rase  features  you  don’t  need.  And  once  you 
have  data  in  the  warehouse,  you’ll  find  everything 
you  need  for  data  query  and  reporting,  OLAP/ 
multi-dimensional  analysis,  data  mining,  database 
marketing,  data  visualization,  and  much  more. 
It’s  never  been  easier  to  access  yom  data... or 
to  arrive  at  informed  decisions  by  turning  raw 
data  into  real  information. 


SAS  Institute 


Software  for  Successful  Decision  Making 


Phone  919.677.8200  Fax  919.677.4444 
In  Canada  1.800.363.8397 

You  can  also  request  your  free  CD  ROM,  and  learn 
more  about  SAS  seminars  in  your  area,  by  visiting 
us  on  the  World  Wide  Web  at  http://www.sas.com/ 


E-mail:  cio@sas.sas.com 


Institute. 


Software 


for 


Successful 


Decision 


Making. 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.  Copyright  C  1996  by  SAS  Institute  Inc. 


WHY  DELTA 
FLIES  A  LITTLE 
FASTER  THAN 
OTHER 
AIRLINES. 


It  was  a  simple  enough  request.  Delta  needed  3,700 
desktop  PCs,  with  the  fastest  Pentium  processor  made,  in 
order  to  speed  up  their  reservations  process.  Oh,  and  did 
we  mention  they  needed  them  in  ten  days  to  beatthe  fiscal 
year-end? 

In  less  time  than  it  would  take  some  other  companies 
to  panic,  we  designed  and  built  the  pilot  systems,  Delta 
approved  them,  our  round-the-clock  assembly  groups 
shifted  into  high  gear,  and  we  delivered  every  computer 
to  its  correct  destination.  Not  in  ten  days,  though.  In  seven. 


'Limited  time  promotional  price.  tFor  a  complete  copy  of  our  Guarantees  or  Limited  Warranties,  please  write  Dell  USA  L.P .  2214  W.  Braker  Lane,  Suite  D.  Austin.  TX  78758  ^Prices  and  specifications  valid  in  the  U  S  only  and  subject  to  change  without  notice  AThis  on-site  parts  ani 
TechFax*  line  at  1  -800-950-1329  °Veri-Test  Cross-Country  tests  simulate  typical  executive  use  of  Windows  95  applications.  Power  Management  was  enabled,  8MB  RAM  was  installed.  MS,  Microsoft  Windows  and  Windows  NT  are  registered  trademarks  of  Microsoft  Corporation  Intel,  the 
Corporation  XJACK  is  a  registered  trademark  of  US  Robotics  Mobile  Communications  Corp.  DirectLine  is  a  service  mark  of  Dell  Computer  Corporation.  ©1996  Dell  Computer  Corporation.  All  rights  reserved 


Better  safe  than  sorry,  we  figured. 

What’s  most  interesting  about  this  story  is  that  it's 
anything  but  an  act  of  heroism.  It/s  standard  operating 
procedure  here  at  Dell,  as  it  has  been  from  the  very 
beginning. 

You  see,  our  job  isn't  just  making  computers.  It's  doing 
whateverwe  can  to  help  solve  serious  business  problems 
for  our  serious  business  customers.  And  it's  a  job  we 
take. ..well,  very  seriously.  Give  us  a  call.  We'll  show  you 
that  we  love  to  fly  as  much  as  Delta  does. 


D44.L 

800-641-3355 

http://www.dell.com 

Mon-Fri  7am-9pm  CT •  Sat  10am-6pm  CT •  Sun 
12pm-5pm  In  Canada^  call  800-839-0148 
In  Latin  America*  call  512-728-4685 
GSA  Contract  #GS-35F-4076D 


Keycode  #13032 


WITH  HIGHER- PERFORMANCE 
DELL  PCs,  DELTA  BECAME  A 
HIGHER-PERFORMANCE  AIRLINE. 


DELL'  OPTIPLEX®  G  5133M  DESKTOP 

133MHz  PENTIUM®  PROCESSOR 

•  32MB  EDO  RAM 


•  2GB  EIDE  Hard  Drive 

•  256KB  Pipeline  Burst  Cache 

•  15LS  Monitor  (13.7"  v.i.s.,  .28NI) 

•  Integrated  S3  Trio  64  with  1MB  Video  Memory 

•  Factory  Installed  Windows®  95 
(or  your  choice  of  selected  factory 
installed  operating  systems) 

•  3  Year  Warranty* 


★  Add  an  8X  EIDE  CD-ROM  Drive  for  $149. 


★  Upgrade  to  2MB  of  Video  Memory  for  $69 

PICTURED  ABOVE 


DELL  LATITUDE®  XP /  P133ST  NOTEBOOK 

133MHz  PENTIUM  PROCESSOR 

•  11.3"  SVGA  Active  Matrix  Color  Display 

•  16MB  RAM/810MB  Removable  Hard  Drive 

•  28.8  XJACK®  Cabled  Modem/Leather  Case 

•  Microsoft®  Office  95 

•  Smart  Lithium  Ion  Battery  with  Advanced 
Power  Management" 

•  PCI  Bus  Architecture  with  256KB  L2  Cache 

•  Integrated  16-bit  Sound 

•  128-bit  High  Performance  Video  Controller 
with  Integrated  Video  RAM 

•  Infrared  Port  for  Wireless  Connectivity 

•  3  Year  Limited  Warranty* 


service  provided  by  Digital  Equipment  Corporation  and  is  available  in  29  metropolitan  areas  For  more  information  call  Dell's 
Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation  3Com  and  EtherLink  are  registered  trademarks  of  3Com 


$1771  $3999 

Product  Code:  300354  Product  Code:  60021 9 


DELL  OPTIPLEX  GX  5200M  DESKTOP 

200MHz  PENTIUM  PROCESSOR 

•  64MB  EDO  RAM 

•  3GB  EIDE  Hard  Drive 

•  256KB  Pipeline  Burst  Cache 

•  15LS  Monitor  (13.7"  v.i.s.,  .28NI) 

•  8X  EIDE  CD-ROM  Drive 

•  Integrated  S3  Trio  64V+ with  2MB  Video  Memory 

•  Integrated  Vibra  16  Audio 

•  Integrated  3Com®  EtherLink®  III 

•  Factory  Installed  Windows  95 

(or  your  choice  of  selected  factory 
installed  operating  systems) 

•  Desktop  Management  Interface 

•  3  Year  Warranty 


INTRODUCING  THE  NEW 

DELL  LATITUDE  XP /  CD  P150ST  NOTEBOOK 

150MHz  PENTIUM  PROCESSOR 

•  12.1“  SVGA  Active  Matrix  Color  Display 

•  Integrated  6X  CD-ROM  Drive  and  Floppy  Drive 

•  40MB  RAM/2.1  GB  Removable  Hard  Drive 

•  Smart  Lithium  Ion  Battery  with 
Advanced  Power  Management 

•  PCI  Bus  Architecture  with  256KB  L2  Cache 

•  Integrated  16-bit  Sound 

•  128-bit  High  Performance  Video  Controller 

•  Infrared  Port  for  Wireless  Connectivity 

•  3  Year  Limited  Warranty 
PICTURED  ABOVE 


$2759  $4999 

Product  Code:  300358  Product  Code:  600251 


DELL  POWEREDGE"  4100  SERVER 

180MHz  PENTIUM  PRO  PROCESSOR 

•  256KB  Integrated  L2  Cache 

•  64MB  ECC  EDO  Memory  (1GB  Max) 

•  Integrated  Ultra/Wide  SCSI-3  Controller 

•  Integrated  Ultra/Narrow  SCSI  Controller 

•  4GB  Fast/Wide  SCSI-2  Hard  Drive  (24GB 
Max  via  six  4GB  hot-swap  drives) 

•  8X  SCSI  CD-ROM  Drive 


•  Intel'  Pro  100  PCI  Ethernet  Adapter 

•  Intel  LANDesk™  Server  Manager  v2.5x 

•  Includes  Microsoft  Windows  NT  Server 
at  no  additional  charge  through  12/31/96! 

•  3  Year  Warranty*  including  1  Year  NBD 
0n-siteA  Service 

•  1  Year  DirectLineSM  NOS  Support 

$6199 

Product  Code:  200158 


Trendlines 

to  be  narrower  in  scope  than 
the  patent  owner  thinks,  but 
if  it  actually  turns  out  to  be 
of  a  scope  such  as  the  patent 
holder  is  suggesting,  the 
patent  holder  could  be  richer 
than  Bill  Gates,”  says 
Oppedahl,  a  partner  in  the 
Yorktown  Heights,  N.Y.- 
based  firm  Oppedahl  &  Lar¬ 
son.  Softlock,  of  Rochester, 

N.Y.,  develops  program  rou¬ 
tines  used  to  unlock  demo 
software  upon  payment  so 
that  users  can  access  all  of  the 
software’s  functions. 

One  of  the  Connecticut 
cases  was  dismissed  without 
prejudice,  and  the  two  re¬ 
maining  cases  are  expected 
to  continue  into  early  1997. 

For  now,  most  of  those  con¬ 
tacted  by  E-data  are  await¬ 
ing  the  results  of  the  litiga¬ 
tion,  and  business  is  on  hold 
at  Dial-A-Gift.  “We’re  fo¬ 
cusing  on  the  patent,” 

Freilich  says. 

-Heath  Row 


In 1845 

American  Morse  Telegraph 
Co.  charged  a  penny  to 
transmit  four  characters.  In 
June  of  that  year,  its  rev¬ 
enues  totaled  $21. 23,  and 
by  Octoberthe  business 
had  grown  to  $413. 
Twenty-eight  years  later, 
Western  Union  had  assets 
of  $40  million. 


Correction: 

In  our  Nov.  15,1 996,  issue 
we  incorrectly  reported  the 
number  of  employees  at 
KPMG  Peat  Marwick  LLP. 
The  company  has  500  IS 
staff  members  and  more 
than  76,000  employees. 


Off  the  Shelf 


Electronic  Commerce  Roundup 

IF  YOU  HAVE  ROOM  FOR  only  one 
book  about  electronic  commerce  on 
your  shelf,  you  need  a  larger  shelf. 

But  if  you  insist  on  reading  only  one,  it 
ought  to  be  Frontiers  of  Electronic 
Commerce  by  Ravi  Kalakota  and 
Andrew  B.  Whinston  (Addison-Wesley, 

1996).  The  22  chapters  of  this  compre¬ 
hensive  850-page  overview  provide  a 
range  of  information  appropriate  for 
everyone  from  the  manager  who  needs 
to  understand  a  concept  to  the  techni¬ 
cian  who  is  happiest  with  a  discussion 
of  feeds  and  leads.  Without  ever  losing 
sight  of  the  business  case,  Kalakota  and 
Whinston  make  plain  how  various  en¬ 
cryption  strategies  mesh  with  different 
payments  schemes,  how  interorganiza- 

tional  commerce  and  EDI  differ  from  intraorganizational  EC,  the  purposes 
of  a  corporate  digital  library  and  how  the  business  case  affects  document  in¬ 
frastructure,  as  well  as  how  the  Web  is  transforming  marketing,  sales  and  on- 
demand  education.  Clear  charts  and  illustrations,  a  thorough  index  and  an 
exhaustive  bibliography  make  this  the  reference  book  of  choice. 

These  more  specialized  titles  are  also  worth  gathering: 

Internet  Security  for  Business  by  Terry  Bernstein  et  al.  (Wiley  &  Sons, 
1996)  delivers  just  what  it  promises,  a  thorough  look  at  a  variety  of  total  se¬ 
curity  programs.  Firewalls  alone  may  not  be  enough  when  hackers  choose 
your  company  as  a  target.  Every  security  scheme  is  evaluated  in  terms  of  the 
trade-offs  between  opportunities  and  risks. 

Strategic  Internet  Marketing  (Que  Corp.,  1996)  by  Tom  Vassos  makes 
the  smart  assumption  that  effective  Internet  marketing  is  more  about  firing 
rifles  in  single  rounds  at  a  bull’s  eye  than  randomly  blasting  buckshot  from  a 
shotgun  and  gives  advice  on  the  entire  sales  cycle — from  market  research  to 
closing  a  sale  on  the  Internet.  Michael  Mathiesen’s  Marketing  on  the  Inter¬ 
net  (Maximum  Press,  1996)  covers  similar  ground  but  includes  an  especially 
enlightening  chapter  on  Internet  marketing  success  stories.  Both  marketing 
books  are  quick  how-tos. 

You’ll  find  Andrew  Dahl  and  Leslie  Lesnick’s  Internet  Commerce  (New 
Riders  Publishing  Co.,  1996)  an  intelligent  guide  to  planning,  executing  and 
running  a  digital  storefront.  Particularly  helpful  is  a  chapter  that  compares  the 
services,  policies  and  procedures  of  different  Internet  commerce  providers. 

No  theory  here,  just  solid  advice.  And  McGraw-Hill  has  reissued  Phyllis  K. 
Sokol’s  classic  work  on  EDI,  From  EDI  to  Electronic  Commerce  ( 1995), 
with  new  insight  on  recent  EC  developments. 

Finally,  Frank  Fiore’s  Dr.  Livingstone's  Online  Shopping  Safari  Guide¬ 
book  (Maximum  Press,  1 996)  reviews  hundreds  of  EC  Web  sites  for  price, 
selection,  convenience,  service  and  security. 

-Perry  Glasser 


28  CIO  /  DECEMBER  15,  1996  /  JANUARY  1,  1997 


http://www.cio.com 


D  BY  KELLER  &  KEL 


PENTIUM  PRO 

PROCESSOR 


8:25  a.m.  -  he  arrives  at  work  and  logs  onto  his  PC.  At  8:45  he  unknowingly  destroys 

350  critical  files, 
shutting  down  your  entire 
inventory  system. 

8:51  a.m.  -  he  goes  for  coffee. 

Your  company  is  crippled. 

®  J|f  Have  a  nice  day. 

Over  80%  of  all  security  breaches,  both 
accidental  and  deliberate,  occur  from 
within  an  organization.  You  can  help 
prevent  both  internal  and  external  breaches 
with  CYBERSHIELD™  from  Data  General, 
combining  the  Internet,  Intranet  and  firewall 
in  one  complete  and  integrated  solution. 
CYBERSHIELD  joins  Data  General's  DG/UX® 
B2  Security  Option  with  technology  from 
BDM  International  and  applications  from 
Oracle  and  Open  Market.  And  CYBERSHIELD 
runs  on  Intel  Pentium®  Pro  Processor-based 
AViiON®  servers,  such  as  the  AV  4900. 

Your  company  can  run  enterprise-wide  appli¬ 
cations  and  conduct  transactions  over  the 
Internet  and  Intranet  with  the  highest  level  of 
security  currently  available,  just  as  major 
companies  and  government  security  agencies 
already  do.  Contact  Data  General  and  learn 
how  you  can  keep  accidents  like  this  from 
happening. 

And  really  do  have  a  nice  day. 


fr  Data  General 

www.dg.com 
1  -800-DATA  GEN 


AViiON  one  DG/UX  are  registered  trademarks  of  Data  General  Corporation.  CYBERSHIELD  is  a  trademark  of  BDM  International. 

The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  logo  and  the  Pentium  Pro  Processor  are  trademarks  of  the  Intel  Corporation.  ©  Data  General  Corporation  1996. 


Trendlines 

The  Mighty  Pen 

Every 

minute,  2.3  million  signatures  are 
committed  to  paper  in  North  Ameri¬ 
ca.  Because  most  business  deals  still 
require  participants  to  sign  on  the  dot¬ 
ted  line,  companies  that  depend  on 
contracts  but  want  to  engage  in  elec¬ 
tronic  commerce  must  find  a  reliable 
way  to  capture  online  signatures. 

One  solution,  PenOp  software  from 
PenOp  Inc.  of  New  York,  combines 
biometric  signature  verification  and 
cryptography  to  create  what  the  com¬ 
pany  calls  the  legal  equivalent  of  a 
handwritten  signature  on  paper.  A 
users  signs  her  name  with  a  digitizer, 
and  the  software  stores  the  signature  as 
an  encrypted  data  object  linked  to  the 
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signed 
docu¬ 
ment.  The  sig¬ 
nature  cannot  be  reused,  because  the 
data  object  includes  contextual  infor¬ 
mation  about  the  act  of  signing — in¬ 
cluding  a  time  stamp,  the  “gravity 
prompt”  or  reason  for  signing  that  was 

displayed  to 


Is  Your  Network  Ready 
for  Commerce? 


the  signer,  the 
claimed  iden¬ 
tity  (such  as 
name  or  ac¬ 


count  number)  of  the  signer 
and  a  cryptographic  check¬ 
sum  of  the  signed  docu¬ 
ment. 

In  addition  to  reducing 
paper  handling  costs,  the 
software  can  speed  busi¬ 
ness  processes  and  deter 
fraud.  PenOp  creates  tem¬ 
plates  of  people’s  “signing  be¬ 
havior,”  including  speed  and 
stroke  direction,  based  on  a  se¬ 
ries  of  signatures.  Instead  of  just  ac¬ 
cepting  or  rejecting  a  signature,  the 
software  checks  it  against  the  template 
and  provides  a  score  of  0  to  100.  For  a 
$5  purchase,  a  score  of  40  might  be  ac¬ 
ceptable;  a  Porsche  dealer  might  re¬ 
quire  an  accuracy  rating  in  the  high  90s 
before  delivering  the  goods.  For  more 
information  about  PenOp,  which 
works  with  Microsoft  Windows,  IBM 
OS/2  and  PenRight  from  Deluxe 
Corp.,  visit  www.penop.com.  ■ 


NETWORK  SECURITY 


With  everyone  fretting  about  Inter¬ 
net  security,  CIOs  should  welcome  the  latest  opus  from  Open 
User  Recommended  Solutions  (OURS),  a  nonprofit  organiza¬ 
tion  that  provides  a  forum  for  users  and  vendors  to  develop 
practical  guidelines  on  strategic  IS  issues.  The  report,  Recom¬ 
mendations  for  Providing  Secure  Business  Service  over  External 
Networks,  defines  the  various  threats  besetting  companies 
doing  business  online  and  identifies  eight  protective  devices. 
It  also  includes  diagnostic  worksheets  in  the  form  of  matrices 
devised  by  the  OURS  Information  Protection  Task  Force.  One 
helps  determine  what  security  measures  are  needed,  another 
identifies  protective  technology  already  in  place,  a  nd  a  third 
combines  the  two  to  provide  a  list  of  recommended  levels  of 
security  by  service  segment. 

Taskforce  member  Mark  Freund,  an  information  protec¬ 
tion  consultant  at  Pacific  Gas  and  Electric  Co.  in  San  Francisco, 
has  already  put  the  report  to  use.  "It's  forced  us  to  step  back 
and  take  a  more  global  look  at  our  [security]  effort  and  see 
where  we  needed  more  enhancements,"  he  says.  "In  fact, 
we've  already  put  a  couple  of  projects  in  place  using  that  doc¬ 
ument  as  the  primary  framework." 

For  details  visit  www.ours.org,  or  e-mail  ours@sba.com.  ■ 


Safe  Passage 

|  You  can't  be  to¬ 
tally  sure  the  personal  data  you  just  sent  over 
the  Web  won't  be  tampered  with,  stolen  or  other¬ 
wise  mishandled.  But  efforts  by  Web  watchers 
like  eTrust  (www.etrust.org)  may  alleviate  some 
of  your  concerns.  Starting  in  January  1 997, 
companies  can  pay  to  be  accredited  by  eTrust,  a 
coterie  of  Internet  and  EC  groups  that  support  secure 
online  transactions.  If  they  adhere  to  specific  security  guide¬ 
lines,  companies  may  post  on  their  Web  sites  eTrust  symbols 
(like  those  above)  that  signify  the  level  of  privacy  offered. 

For  $8,500  per  server,  the  National  Computer  Security  As¬ 
sociation  (NCSA)  checks  out  a  site's  security  measures,  such 
as  firewalls,  filtering  routers  and  encryption  mechanisms, 
and  allows  qualifying  site  owners  to  boast  on  the  Web  that 
they've  passed  the  test.  NCSA  (www.ncsa.com)  also  performs 
random  audits  of  certified  sites. 

For  wary  consumers,  the  Multicheck  (www.multicheck.com) 
database  offers  background — such  as  managers'  names  and 
complaint  histories — on  companies  that  peddle  wares  on 
the  Web.  And  to  satisfy  the  extra-cautious,  Multicheck's 
search  page  also  links  to  the  Better  Business  Bureau.  ■ 
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ILLUSTRATION  BY  JAMES  O'BRIEN 


THE  ONE  WITH  THE  HIGHEST 
AVAILABILITY,  DATA  CENTER 
CLASS  SUPPORT  -  AND  REALLY 
GREAT  ESCON  CONNECTIVITY. 

Amdahl  NT  servers  and  your 
mainframe  were  made  for  each 
other.  Because  Amdahl  endowed 
the  new  EnVista™  servers  for 
Windows  NT®  with  everything 
needed  for  a  successful  marriage. 

Not  just  Intel  inside,  Amdahl 

outside.  A  union  of  Windows  NT 
and  Pentium®  Pro  processors  with 
enterprise-level  connectivity,  soft- 


ware 

©  1996.  Amdahl  Corporation  Amdahl  is  a  registered  trademark  and  EnVista.  and  BRING  US' YOUR  HARD  PROBLEMS  are  trademarks 

•'  ition.  ESCON  is  a  trademark  of  IBM  Corporation.  The.  Intel1  Inside  Logo  and  Peritriinvare  registered!.tratlemafk&  and  . 

Integrating  ESCON  channels^  tor 

property  of  their  respective  owners. 


instance,  provides  you  with  the 
world’s  fastest  MVS  to  NT  connection 
to  the  frontlines  of  your  business. 
Any  NT  server  is  fine  for  a  one-site 


stand.  For  a  long-term  relationship, 


call  Amdahl:  (800)  223-2215  or 


amdahl 

Bring  us  your  hard  problems. 


Gartner  View 


Edited  by  Perry  Glasser 


INDUSTRY  ANALYSIS  FROM  THE  RESEARCH  COMMUNITY 


Blueprints  for  the 
Electronic  Store 

Interactive  electronic  sales  will  call  for  new  IT 
architectures  and  infrastructures 

BY  BARBARA  REILLY 


TO  REACH  NEW  CUSTOMERS 
and  open  new  markets,  partic¬ 
ipating  in  an  electronic  mar¬ 
ketplace  (EM)  is  tremen¬ 
dously  more  cost-effective 
than  building  new  stores  and  hiring 
more  salespeople.  During  the  next 
few  years,  as  more  goods  and  services 
are  purchased  through  EMs,  cus¬ 
tomers  will  begin  to  expect  immedi¬ 
ate  answers  to  their  questions  re¬ 
garding  a  product’s  price,  availability 
and  shipping  dates.  If  customers  are 


unhappy  with  the  answers,  they  will 
expect  to  be  presented  with  immediate 
alternatives. 

None  of  today’s  interactive  elec¬ 
tronic  commerce  (EC)  systems  is  swift 
enough  to  supply  these  instant  choic¬ 
es — and  senior  managers  soon  will 
demand  systems  that  can.  Un¬ 
fortunately,  many  early  attempts  by 
enterprises  to  develop  them  will  pro¬ 
vide  only  inflexible  and  unfriendly 
“front  ends”  to  enterprise  applications 
that  were  not  designed  to  meet  the 


needs  of  EC.  Companies  will  deploy 
three  styles  of  Internet-compatible 
online  transaction  processing  (OLTP) 
application  architectures — distribut¬ 
ed  presentation,  remote  presentation 
and  distributed  function — to  meet  the 
demands  of  interactive  EC. 

■  Distributed  presentation.  The  best  ex¬ 
ample  of  distributed  presentation 
architecture  is  “screen  scraping,”  the 
process  by  which  information  origi¬ 
nally  presented  on  a  dumb  terminal 
screen  is  captured  and  reformatted  for 
presentation  on  a  browser,  where  it  can 
be  manipulated.  The  application  that 
generates  the  screen  image  remains 
behind  the  enterprise’s  firewall,  except 
for  the  presentation  veneer,  the  GUI. 
Tools  such  as  Sterling  Software  Inc.’s 
Star  Flashpoint  for  the  PC,  Century 
Analysis  Inc.’s  CL  /  7  for  Unix  systems 
and  Platinum  Technology  Inc.’s  In¬ 
tegrator  for  mainframe-based  systems 
screen  scrape  transmissions  from  dumb 
terminals  over  the  Web,  convert  the 
screen  image  (the  terminal  map)  on  a 
dumb  terminal  into  hypertext  markup 
language  pages  and  pass  them  to  a 
Web  browser.  While  limited  in  func¬ 
tionality,  distributed  presentation  is 
quick  and  inexpensive  to  implement. 

■  Remote  presentation.  With  remote 
presentation  architecture,  all  user-in¬ 
terface  functionality,  such  as  user  in¬ 
teraction,  local  validation,  form  nav¬ 
igation  and  workflow,  remains  on  the 
Web.  Transaction  processing,  how¬ 
ever,  remains  within  the  en¬ 
terprise  behind  the  firewall. 
Some  80  percent  of  an  en¬ 
terprise’s  Internet-compatible 
OLTP  applications  likely 
will  use  a  remote  presenta¬ 
tion  configuration  because 
of  the  improved  function¬ 
ality  that  Web  browsers  pro¬ 
vide.  This  configuration  pro¬ 
vides  public  access  to  cer¬ 
tain  enterprise  functions 
without  exposing  internal 
systems  to  the  public. 

■  Distributed  function.  With 


Distributing  Functions  for  Distributive  Computing 

For  electronic  commerce  to  develop,  transaction  applications  must  be 
shared  by  customers  and  suppliers  in  the  new  electronic  marketplace 


EC  TODAY 


Customer 

EC  CIRCA  1998 


Supplier 


Customer 


Transaction 

applications 

Electronic 

marketplace 


Supplier 


Transaction  applications 

■  Business  rules — workflow 

■  Semantic  content 

■  Directories 

■  Transaction  management 

■  Recovery 

■  Network  management 

■  Security 

■  Application  program 
interface 


SOURCE:  GARTNER  GROUP  INC. 
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TO  ENROLL  VISIT  OUR  WEB  SITE  AT 


CIO  Perspectives SM  Conference 


Leading  the  Charge  in  Turbulent  Environments: 

IT  as  a  Change  Agent 

March  23-26,  1997  •  Sheraton  San  Diego  Hotel  &  Marina  •  San  Diego,  California 


When  Decartes  said  "the  more  things  change,  the 
more  they  stay  the  same/'  he  had  never  tried  life 
as  a  CIO.  As  corporations  continue  to  reinvent 
themselves  to  be  more  efficient,  flexible  enter¬ 
prises  to  compete  in 
today's  marketplace,  we 
will  find  IT  at  the  hub  of 
these  strategic  changes. 

More  than  ever,  companies 
regard  IT  as  a  global 
strategic  tool:  but  are  CIOs 
the  right  leaders  to  effect 
these  changes?  Although 
IT  is  the  driving  force  behind  much  corporate 
change,  really  making  change  work  means  some¬ 
thing  far  greater.  IT  executives  must  examine  the 
difference  between  leading  and  managing  strategic 
change.  From  managing  the  CEO's  expectations  to 
defusing  resistance  to  new  technical  projects,  a 
change  agent  does  far  more  than  decide  on  the 
new  architecture  for  the  company. 


t4CIO  Perspectives  is  an  excellent  place 
to  meet  the  key  decision  makers  shaping 
IT  usage  —  a  powerful  opportunity 
to  network  outside  your  industry.” 

Douglas  Nies 

Vice  President 

Information  Services,  ServiceMaster,  Inc. 


The  latest  in  our  CIO  Perspectives  Series,  Leading 
the  Charge  in  Turbulent  Environments:  IT  as  a 
Change  Agent,  is  designed  to  address  the  multiple 
drivers  and  aspects  in  the  change  process  includ¬ 
ing  technological  innovation,  "right  sizing"  and 


Concurrent  Sessions: 

In  addition  to  our  general  sessions,  a  series  of  concur¬ 
rent  sessions  will  be  provided  on  Monday  and  Tuesday 
by  our  corporate  hosts.  You  may  choose  up  to  six  of 
these  sessions  to  attend. 


economic  influences  as  well  as  the  human  factors 
such  as  leadership  dynamics,  communication 
challenges,  behavioral  impact  and  implementation. 

Our  keynote  session  will 
feature  a  dialog  between 
Peter  Drucker,  the  world's 
most  noted  authority  on 
corporate  management, 
and  Warren  Bennis, 
Founding  Chairman  of  the 
Leadership  Institute  and 
world  renowned  leadership 
authority.  Jim  Wetherbe 
will  return  as  the  conference  moderator,  and 
Jack  T rout,  marketing  guru,  will  discuss  the  most 
important  "mental"  elements  in  the  positioning 
process,  as  well  as  dealing  with  the  twin  realities 
of  change. 

To  participate  in  Leading  the  Charge  in 
Turbulent  Environments,  visit  our  Web  site  at 
http://Www.cio.com  or  complete  the  enrollment 
form  on  the  back  of  this  brochure  and  fax  it  to  us 
at  508-879-7720.  You  may  also  call  our  conference 
hotline  at  800-366-0246.  Join  your  colleagues 
and  peers  for  1997's  most  important  conference 
on  change. 


Companion  Program: 

Participation  in  the  companion  program  includes  all 
scheduled  meals,  receptions,  entertainment,  a  stretch 
and  tone  class,  and  a  scenic  tour  of  San  Diego  by 
Land  and  Sea. 
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Please  visit  our  Web  site  at  http://www.cio.com  or  Fax  to  508-879-7720.  You  can  also  Call  us 
at  800-366-0246  or  Mail  completed  form  to:  Executive  Programs,  CIO  Communications,  Inc., 
492  Old  Connecticut  Path,  Framingham,  MA  01701. 
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TITLE 


COMPANY 


ADDRESS 


MAIL  STOP 


CITY 


STATE 


ZIP  CODE 


PHONE 


FAX 


E-MAIL 


COMPANY  WEB  SITE  ADDRESS 


WHAT  IS  YOUR  INDUSTRY? 


YOUR  NAME  AS  YOU  WANT  IT  TO  APPEAR  ON  YOUR  BADGE 


HOTEL  ARRIVAL  DATE 


HOTEL  DEPARTURE  DATE 


NAME  OF  COMPANION  (IF  PARTICIPATING  IN  COMPANION  PROGRAM) 


TID2 


CHECK  ALL  THAT  APPLY: 

ENROLLMENT  FEE 

□  IS  Practitioners/Executives 

If  you  are  a  CIO,  IS  executive  or  hold 
another  executive  position,  the  fee 
is  $1,595. 

□  Government/Military 

The  fee,  which  includes  your  hotel  for 
three  nights,  is  $1,993.  Do  not  make  your 
own  hotel  reservations.  CIO  will  make 
them  for  you. 

□  Sales/Marketing/Consulting 

If  you  hold  a  sales,  marketing,  new 
business  development  or  consulting 
position,  the  enrollment  fee  is  $5,000. 
CIO  will  make  the  final  determination 
of  this  category. 


OTHER  ACTIVITIES 

□  COMPANION  PROGRAM  ($275) 

Companions  must  be  enrolled  in  this  program  to 
attend  any  conference-related  functions.  Includes 
all  scheduled  meals,  receptions,  entertainment, 
companion  breakfast,  stretch  and  tone  class,  and 
a  scenic  San  Diego  by  Land  and  Sea  Tour. 
Conference  session  attendance  not  included. 

□  I  will  not  be  staying  at  the  Sheraton 
San  Diego  Hotel  &  Marina 


Name  of  alternate  hotel 

□  GOLF  TOURNAMENT 

Yes,  I'd  like  to  participate  in  the  golf  tournament 
on  Sunday,  March  23  at  10:00am. 


Please 
Attach 
Business 
Card  Here 


ATTIRE 

Casual!  Please,  no  suits, 
ties  or  business  attire! 

HOTEL  ACCOMMODATIONS 

A  block  of  rooms  has  been  reserved  at  the 
Sheraton  San  Diego  Hotel  &  Marina.  We  urge 
you  to  make  your  reservations  early  by  calling 
the  hotel  at  619-692-2265.  Be  sure  to  identify 
yourself  as  part  of  the  CIO  conference  to 
receive  the  conference  rate.  Please  make  your 
reservations  early  and  guarantee  your  room 
with  a  credit  card,  as  all  unreserved  or 
unguaranteed  rooms  will  be  released  on 
2/23/97.  Hotel  reservations /cancellations  and 
charges  are  your  responsibility.  CIO  will  make 
hotel  reservations  for  government /military 
participants  only. 

TRANSPORTATION 

American  Airlines  is  the  official  conference 
carrier.  Call  American  at  800-433-1790  and 
reference  Star  File  4S1237MA.  AVIS  is  the 
official  car  rental  provider.  Call  AVIS  at 
800-331-1600  and  reference  B766657. 

ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in 
advance  of  the  meeting.  Fee  includes 
conference  sessions,  concurrent  sessions, 
corporate  host  displays,  conference  materials 
and  scheduled  meals.  Transportation,  hotel 
and  recreation  are  your  responsibility. 

CANCELLATION 

You  may  cancel  your  enrollment  up  to  3/7/97 
without  penalty.  No  refund  or  credit  will 
be  given  for  cancellations  received  on  or 
after  3/7/97.  You  may  send  a  substitute  in 
your  place. 

CIO  reserves  the  right  to  decline  enrollment 
to  any  registrant. 


PAYMENT  INFORMATION  (Please  make  checks  payable  to  CIO  Communications,  Inc.) 

□  Check  enclosed  □  Bill  company  (A  purchase  order  #  must  be  submitted) 

□  P.O.#  _ 

□  Credit  card  # _ 

□  AMEX  □  VISA  □  MC  Exp.  _ 

Signature:  _ 

TO  ENROLL  CALL  800-366-0246,  visit  our  WEB  SITE  at 
http://www.cio.com  or  FAX  us  at  508-879-7720. 
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Leading  the  Charge  in 
Turbulent  Environments 

IT  as  a  Change  Agent 


Warren  Bennis  •  Peter  Drucker  *  Jack  Trout 


Gartner  View 


distributed  function  architecture,  busi¬ 
ness  functions  other  than  the  user  inter¬ 
face  logic  can  be  performed  on  the  Inter¬ 
net  or  in  the  EM,  and  EM  applications 
can  interact  directly  with  the  enterprise’s 
applications.  The  programs  that  perform 


the  public  side  of  the  distributed  function 
may  be  downloaded  to  the  client  machine 
(as  Java  programs  are),  or  they  may  be 
common  gateway  interface  applications 
invoked  by  the  target  Web  server.  The 
data  access  for  a  transaction  remains 


within  the  enterprise  behind  a  firewall. 
Application  programs  on  the  public 
Internet  side  are  limited  to  editing,  sim¬ 
ple  calculations,  formula-based  business 
rules,  and  message  marshaling  and  com¬ 
munications.  Much  of  this  is  a  form  of 


The  Tools  of  the  Future 

Key  technologies  will  change  to  enable  reliable  Web  commerce 


MOST  ENTERPRISES  ARE  focusing  their  at¬ 
tention  on  the  Internet  and  Web  as  electronic 
marketplace  foundations,  but  many  of  the 
technologies  are  as  overhyped  as  the  Web  has  been.  The 
availability  and  viability  of  the  foundation  technolo¬ 
gies — such  as  network  backbones  and  access,  end-user 


platforms,  and  content  and  applications  tools — are  para¬ 
mount  to  successful  EM  participation.  Gartner  Group 
Inc.  expects  each  key  technology  to  be  ready  for  real-world, 
commercial  EM  applications,  which  will  be  the  dominant 
technologies  of  each  time  period. 

-B.  Reilly 


KEY  TECHNOLOGIES 

DOMINANT  TECHNOLOGIES  OF  THE  TIME  PERIOD 

NETWORK 

1996 

1998 

2001 

LAN 

Software  hubs 

Pre-ATM 

ATM 

WAN 

T1/FR 

ATM/T3 

ATM/OC-3 

Personal 

28.8Kbps  PPP 

ISDN  BRI 

Wireless 

SERVERS 

HW,  small 

NT,  Unix 

Large  RAM  SMP 

Outsourced 

HW,  large 

Unix  cluster,  SMP 

Distributed  SMP  cluster 

Scalable  I/O,  parallel  DB 

SW,  small 

Unix,  Mac,  NT 

Unix,  NT 

Unix,  NT 

SW,  large 

Unix 

Unix 

Unix,  NT 

USER  SYSTEMS 

Access  SW 

Browser 

Bundled  browser 

Integrated  browser 

Access  devices 

PC 

PC 

PC,  set-top 

SOFTWARE 

Web  page 

Manual  tagging 

Visual  tools,  early  suites 

Visual  tools,  integrated  suites 

Applications 

Database  access 

Robust  transmission 

Secure  transmission 

CONTENT  &APPS. 

Info,  publishing 

HTML  2.X 

HTML  3.X 

VRML 

Applications 

CGI  scripts 

CGI/NDF 

NDF 

MANAGEMENT 

Security 

Firewalls/access 

Encryption,  nonrepudiation 

Authentication,  data  integrity 

Tools 

Niche:  troubleshooting 

Suites:  perf./app.  monitoring 

Integrated  NSM  infrastructure 

Abbreviations  key: 

ATM  =  Asynchronous  transfer  mode 

FR  =  Frame  relay 

NDF  =  Network  dynamic  functionality 

RAM  =  Random  access  memory 

BRI  =  Basic  rate  interface 

HTML  =  Hypertext  markup  language 

NSM  =  Network  systems  management 

SMP  =  Symmetric  multiprocessing 

CGI  =  Common  gateway  interface 

HW  =  Hardware 

OC-3  =  Optical  carrier-3  (1 55Mbps) 

SW  =  Software 

DB  =  Database 

ISDN  =  Integrated  services  digital  network 

PPP  =  Point-to-point  protocol 

VRML  =  Virtual  reality  markup  language 

SOURCE:  GARTNER  GROUP  INC. 
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“Getting  all  my 


networks  to  work 
together  is  like 
trying  to  organize 


If  you  read  the  papers  you  know  something’s  up 
at  IBM  Networking.  There’s  been  a  drumbeat  of  new 
products.  Whispers  about  technology  alliances  and  more 
productive  ties  with  key  resellers.  And  bullish  reviews  of 
something  called  Switched  Virtual  Networking. 

So,  what’s  up?  In  a  nutshell,  we’re  ready  to  deliver 
here  and  now  on  the  promise  of  network  computing. 

New  products  are  the  tools,  and  Switched  Virtual 
Networking  is  the  “owner’s  manual”  that  fits  them  to  what 
you  have  and  where  you’re  going  from  here.  And  the  logic 
behind  the  whole  works  is  simple  enough  to  fit  inside  10 
words:  a  network  is  more  than  the  sum  of  its  parts. 

If  it  isn’t,  all  you’re  buying  is  plumbing.  That’s 
where  we  come  in.  Much  as  we’d  love  to  sell  you  every 


new  widget  we’ve  got 
on  our  shelf,  it’s 
the  performance 
of  the  whole 
you’re  after  — 
and  what  we  want 
to  be  famous  for.  If 
you  find  better  piece-parts, 
buy  them.  We’re  here  to  help 
you  succeed  in  an  interconnected  world. 

Which  means  helping  you  get  more  than  the 
sum  of  the  parts.  (And  more  than  the  sum  of  the  providers, 
too.  Including  us.)  It’s  a  role  that  IBM  is  equipped  to  play 
as  no  niche  vendor  can.  Networking  transcends  individual 


'In  Canada,  call  1 800  IBM- CALL,  ext.  8025.  Any-to-any  connectivity  refers  to  non-proprietary  systems  only.  IBM  is  a  registered  trademark  and  Solutions  tor  a  small  planel  is  a  trademark  ot  International  Business  Machines  Corporatio 


vendors  the  same  way  it 

transcends  departments  inside  your  shop,  and  connects 
you  to  businesses  very  different  from  yours.  Making 
1  +  1  =  3  is  what  networking  is  all  about.  Heck,  it’s  what 
business  is  all  about:  thriving  on  differences. 

Which  is  why  were  doing  all  the  things  you’ve 
heard  about  and  more.  We’d  love  the  chance  to  show  you 
(not  tell  you)  more  about  what  we’ve  done  and  what  we’re 
prepared  to  do  for  you.  Much  of  which  is  on  vivid  display 
at  www.ralcigh. ibm.com/netad  or  as  near  as  your  phone. 

1  800  IBM-2468*  ext.  DA003.  In  the  meantime,  we  hope 
you’ll  think  on  our  little  mantra,  “more  than  the  sum  of 
the  parts."’  It’s  what  you  aim  to  make  your  business.  And 
how  IBM  aims  to  make  your  networks  work  for  you. 


It’s  not  just  what  we’ve  added  that’s  new, 
it’s  how  we  make  it  all  work. 

End-to-end  Ethernet  sivitching  with  any-to-any 
connectivity.  (And  about  time,  too.) 

Multiprotocol  Switched  Services  seamlessly  mesh 
old  and  new  netivorks.  Best  in  show  at  N+I. 

Who’d  have  thought  IBM  would  be  today’s 
fastest  rising  provider  oj  low-end  routers? 


Solutions  for  a  small  planet”  = - —  ~  n* 


©  1996  IBM  Corp.  All  rights  reserved. 


Gartner  View 


To  reach  new  customers  and  open  new  markets  with  EC, 
large  companies  will  have  to  invest  millions  of  dollars 
in  adequate  hardware  and  network  capacity. 


remote  presentation  architecture,  though 
only  when  the  application  business  rules 
are  performed  on  both  sides  of  the  fire¬ 
wall  is  the  architecture  a  true  distribut¬ 
ed  function. 

Gartner  Group  Inc.  estimates  that  10 
percent  of  all  Internet  transaction  pro¬ 
cessing  applications  will  use  distributed 
function  partitioning  by  the  year  2000. 
Businesses  and  consumers  will  have  the 
desired  immediate  response  because 
local  transaction  components  will  be 
close  by  on  the  Web.  By  then,  the  appli¬ 
cations  often  will  have  been  developed 
specially  for  distribution  across  the 
Internet.  Message  queuing  may  be  used 
in  the  distributed  function  mode  to 
achieve  high  client  responsiveness  for  the 
applications  that  do  not  require  syn¬ 
chronous  integrity. 

Of  the  three,  the  distributed  function 
architecture  provides  the  most  flexibili¬ 
ty.  Unfortunately,  at  this  time  it  is  also  the 
most  difficult  to  implement.  OLTP  appli¬ 
cations  must  change  substantially  to 


allow  public  and  private  applications  to 
be  synchronized  via  mutually  agreeable 
business  rules  deployed  in  the  EM  and 
the  enterprise — challenges  much  like 
those  that  accompanied  the  earliest 
implementations  of  EDI. 

To  Reach  the  Customer 

OLTP  applications  were  not  designed  to 
interface  directly  with  consumers,  who 
don’t  have  an  in-depth  understanding  of 
the  enterprise’s  business  processes,  data 
and  coding  structures.  To  reach  new  cus¬ 
tomers  and  open  new  markets  with  EC, 
large  companies  will  have  to  invest  mil¬ 
lions  of  dollars  in  adequate  hardware  and 
network  capacity,  develop  new  applica¬ 
tions,  and  transform  their  sales,  market¬ 
ing  and  distribution  processes  to  accom¬ 


modate  usable  and  appealing  front-end 
systems.  Most  enterprises  will  be  reluc¬ 
tant  to  do  so  because  of  the  cost  and  the 
time  required  for  implementation. 

Nevertheless,  enterprises  should  equip 
their  OLTP  applications  and  databases 
to  handle  EC  by  adding  functionality.  An 
EC  clearinghouse  system  that  can  sup¬ 
port  messaging  and  can  interface  with 
applications  via  object  request  brokers 
(ORBs)  is  significantly  faster  than  today’s 
EDI  systems. 

Most  of  today’s  enterprise  applica¬ 
tions  can’t  support  interactive  EC  be¬ 
cause  they  comprise  a  variety  of  incom¬ 
patible  hardware,  software  and  data 
descriptions.  Because  they  were  intend¬ 
ed  to  link  application  systems  across 
enterprise  boundaries — not  to  present 
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information  or  process  interactive  trans¬ 
actions — many  EC  infrastructures  are 
designed  to  support  only  business-to- 
business  EDI  batch  exchanges  and  data 
translation.  Such  enterprise  applications 
cannot  be  used  as  a  foundation  for  an  EC 
infrastructure  that  must  link  Web-based 
EC  and  traditional  transaction-process¬ 
ing  systems.  The  challenge  is  to  design 
systems  that  support  the  following: 

■  distributed-function  Internet-capable 
OLTP 

■  concurrent  interactive  users 

■  a  robust  application  programming 
interface  to  application  systems 

Message  Brokers 

In  a  large,  multidivisional  enterprise,  the 
information  needed  to  interact  with  an 
EM  user  is  often  spread  across  several 
databases  managed  by  several  applica¬ 
tions.  Responding  quickly  to  an  EM 
user’s  request  requires  the  high-speed 
transformation  of  the  EM  user’s  infor¬ 
mation  and  interfaces  with  applications 


on  different  platforms.  One  solution  is 
to  implement  “message  brokers,”  which 
allow  communication  among  multiple 
parties  on  disparate  application  systems. 
Because  techniques  and  enabling  tools 
such  as  IBM  Corp.’s  MQSeries,  Gartner 
Group  expects  this  approach  to  become 
common  in  large  enterprises  during  the 
next  five  years. 

Message  brokers  recognize  that  mes¬ 
sages  from  one  source  system  may  be  rel¬ 
evant  to  many  consuming  systems,  that 
multiple  sources  may  be  of  interest  to 
each  application  system,  and  that  mes¬ 
saging  among  heterogeneous  applica¬ 
tions  is  “many  to  many.”  For  example, 
if  an  address  change  is  fed  into  one  sys¬ 
tem,  that  system  must  notify  10  other 
systems  of  the  event.  Ordinarily,  that 
requires  10  different  messages  or  file 
transfers,  but  with  a  message  broker,  the 
source  application  sends  one  message  in 
one  format,  and  the  broker  translates  it 
and  relays  it  to  all  10  applications. 

Message  brokers  can  be  set  within  dif¬ 


ferent  configurations,  and  they  can  use 
elementary,  one-to-one  forms  of  mid¬ 
dleware — for  example,  most  remote 
procedure  calls,  message-oriented  mid¬ 
dleware,  ORBs  or  transaction  process¬ 
ing  monitors — to  handle  message  deliv¬ 
ery.  But  message  brokers  still  need  more 
features  to  translate  messages  and  other 
features  to  support  the  “many  to  many” 
demands  of  EC. 

Gartner  expects  rapid,  continued  de¬ 
velopment,  rollout  and  adoption  of  Inter- 
net-based  technologies  and  applications 
for  EC.  Today,  no  EC  clearinghouse  sys¬ 
tems  support  interactive  EC — and  Gart¬ 
ner  Group  does  not  expect  that  they  will 
before  early  1998.  Until  then,  enterpris¬ 
es  that  want  to  support  interactive  EC 
must  develop  their  own  clearinghouses 
using  a  variety  of  middleware  tools.  BE] 

Barbara  Reilly,  a  product  manager  in 
Gartner  Group’s  Electronic  Commerce 
Strategies  service  in  Stamford,  Conn., 
can  be  reached  at  breilly@gartner.com. 


target  your  specific  needs  with  our  flexi¬ 
ble  support  options  that  include:  advanced 
level  experts,  24-hour  telephone  support, 
on-site  support,  and  the  Lotus  Interactive 
Web  Support-  Plus,  with  Lotus  Authorized 
Support  Partners,  we  can  give  you  certified 
support  anywhere,  with  any  problem-  If  you 
need  to  undo  something,  it  will  be  undone, 
starting  with  the  knot  in  your  stomach- 


Whatever  question  you  have,  nobody  under¬ 
stands  cc:Mail™  SmartSuite®  and  especially 
the  mission  critical  applications  on  Notes™ 
better  than  Lotus?  The  company  that  created 
your  software  is  the  one  to  trust  in  sup¬ 
porting  it-  With  over  ten  years  proven 
experience  in  groupware,  Lotus  Customer 
Support  is  one  of  the  most  vital  invest¬ 
ments  your  company  will  make-  We  can  even 


lotus  Development  Corp.,  55  Cambridge  Parkway.  Cambridge.  MA  02 1 42.  Lotus,  SmartSuite  and  Working  Together  are  registered  trademarks  and  cc:Mail  and  Notes  are  trademarks  of  Lotus  Development  Corporation. 
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Companies  who  have 
selected  Open  Market  to 
help  them  lead  the  way  in 
Internet  Commerce: 


Bank  One 


First  Union 
National  Bank 


Time  Warner’s 
Pathfinder 


♦ 


Tribune  Company 


^  r=* 


Copyright  ©  7996  Open  Market,  Inc.  All  rights  reserved. 


Why  is  Open  Market  the  only  company  that  has  removed  the  obstacles  from  Internet  commerce?  Our  goal 

FROM  DAY  ONE  WAS  TO  DEVELOP  COMMERCE  SOFTWARE  FOR  THE  INTERNET.  AND  UNLIKE  OTHER  COMPANIES,  OUR  SOFTWARE  IS 
AVAILABLE  TODAY.  IN  FACT,  SOME  OF  THE  WORLD’S  MOST  SUCCESSFUL  COMPANIES  ARE  ALREADY  USING  OUR  SECURE,  SCALABLE 

Internet  commerce  solutions 

TO  DO  BUSINESS  WITH  OTHER 
COMPANIES  AND  CONSUMERS.  WITH 
THESE  SOLUTIONS,  LARGER  COMPANIES 
CAN  MANAGE  NOT  ONLY  PAYMENT 
PROCESSING  BUT  EVERY  ASPECT  OF 

Internet  business  transactions. 
And  smaller  companies  can 

REAP  THE  BENEFITS  OF  INTERNET 
COMMERCE  WHILE  OUTSOURCING 
THE  COMPLEXITY,  ALLOWING  THEM 
TO  FOCUS  ON  WHAT  THEY  DO  BEST. 

In  short,  Open  Market  fits 

YOUR  NEEDS  NO  MATTER  WHAT 
SIZE  YOU  ARE. 

TO  FIND  THE  FAST  TRACK 

to  your  own  Internet  commerce 

SOLUTION,  VISIT  OUR  WEBSITE  AT 

www.openmarket.com/hurdles 

OR  CALL  I-888-OPEN-MKT. 


Open  Market 
245  First  Street 
Cambridge ,  MA  02142 


OPEN  /\  y  MARKET 


We  ARE  Internet  Commerce. 


INTRODUCTION 


How's  this  for  a  nightmare?  One  dark 
night,  using  state-of-the-art  technology, 
a  hacker  breaches  the  firewall.  Sensitive 
information  is  stolen,  corrupted  and  released, 
and  at  sunrise  the  financial  markets  collapse.  For¬ 
tunes  are  lost,  businesses  ruined.  The  hacker, 
however,  makes  a  killing,  selling  stocks  before 
the  panic  and  repurchasing  the  same  securities 
moments  before  the  truth  emerges.  Angry  in¬ 
vestors  demand  that  guilty  heads  roll. 

And  this  being  Napoleonic  Europe,  they  nearly 
get  their  way, 
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INTRODUCTION 


The  hacker  was  Nathan  Meyer  Rothschild,  head 
of  the  London  branch  of  the  international  banking 
business  that  still  bears  the  family  name.  The  sys¬ 
tem  he  cracked  was  the  Optical  Telegraph  Network 
(first  built  in  1791  by  Frenchman  Claude  Chappe), 
a  series  of  signal  towers  whose  pulleys,  lights  and 
cross-arms  could  send  any  of  25,392  encrypted  sig¬ 
nals  on  line-of-sight  up  to  12  kilometers.  Don’t 
laugh.  Eventually,  29  continental  cities  were  linked 
by  556  stations  over  4,800  kilometers — roughly 
the  distance  from  New  York  to  Los  Angeles. 

Back  in  1815,  state-of-the-art  technology  meant 
having  the  fastest  carrier  pigeon  to  cross  the  English 
Channel,  sort  of  a  dedicated  VAN  with  wings;  once 
Rothschild’s  agents  cracked  the  French  system’s 
code,  his  birds  brought  him  the  skinny  on  a  small 
affair  in  a  backward  Belgian  town  called  Waterloo. 
During  the  terror-filled  hours  when  the  London 
market  believed  Bonaparte  had  won  the  day, 
Rothschild  clambered  through  the  window  of 
opportunity  his  disinformation  had  pried  opened. 

The  technology  has  changed  since  the  Duke  of 
Wellington’s  victory,  but  the  concerns  of  business 
remain  the  same.  If  money  is  the  blood  of  commerce, 
most  businesspeople  know  that  information  is  the 
heart.  Money  won’t  flow  without  a  push.  Commerce 


Eletronic  Commerce 


cio.com 

http://www.cio.com 
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Beginning  Jan.  13,  CIO  and  WebMaster  magazines  will 
host  our  newest  online  forum,  "Electronic  Commerce: 
Should  You?  Would  You?  How?"  The  forum  provides  an 
opportunity  for  readers  to  exchange  questions,  an¬ 
swers  and  opinions  with  each  other  and  such  experts 


Choose  A  Partner  Who  Knows  The  Way.  The  competitive  edge 
delivered  by  today's  advanced  distributed  technology  is  critical.  But  the 
costs  can  be  outrageous  -  as  much  as  ten  times  purchase  price  to  maintain 
and  service  the  average  desktop.  That's  why  IT  executives  are  being 


squeezed  so  hard  to  get  control  over  spending  and  achieve  business-driven 
solutions  instead  of  just  high-tech  fashion  shows,  f  As  a  multi-billion 
dollar  worldwide  provider  of  technology  management  services,  Inacom 
uses  a  tough,  business-driven  approach  to  managing  distributed  technology 


as  author  Ravi  Kalakota  (see  Page  28 
for  a  review  of  Frontiers  of  Electronic 
Commerce);  Pete  Jacobs,  manager  of 
electronic  commerce  at  3M  (see3M 
profile.  Page  80);  Daniel  Dardailler, 
project  manager  for  the  Joint  Elec¬ 
tronic  Payment  Initiative  (JEPI);Tom 
Patterson,  chief  strategist  for  EC  at 
IBM;  Thomas  J.  Smedinghoff,  partner 
at  McBride,  Baker  &  Coles  and  chair 
of  the  Electronic  Commerce  and  IT 
Division  at  the  American  Bar  Associa¬ 
tion;  Barbara  Reilly,  EC  analyst  at 
Gartner  Group  Inc.;  and  Phyllis  K. 
Sokol,  author  of  From  EDI  to 
Electronic  Commerce.  Join  us  at 
www.cio.com/forums/ec.html. 

CIO's  online  Electronic  Commerce 
Resource  Center  can  be  viewed  at 
www.cio.com/CIO/rc_ec.html. 


demands  open,  secure  chan¬ 
nels.  Only  today  it’s  all  hap¬ 
pening  at  high  speed  over  global 
networks.  As  the  pulse  of  business 
grows  ever  more  rapid,  CIOs  find  themselves  at  the 
center  of  the  electronic  commerce  (EC)  revolution. 

But  just  where  is  that  center?  What  is  EC,  anyway?  In  this  issue, 
we  explore  the  dimensions  of  electronic  commerce.  We  look  at  cur¬ 
rent  best  practices  and  report  on  what  your  colleagues  are  doing  today 
and  what  they  plan  to  do  soon,  which  technologies  companies  are 
investing  in  and  which  technologies  they  are  not  yet  ready  to  embrace. 
Our  hope  is  that  this  will  give  you  what  you  need  to  know  so  that  you 
can  do  what  you  need  to  do  in  the  very  best  way  possible — now. 

While  we  don’t  pretend  to  have  all  the  answers  to  the  questions  that 
motivated  us  to  create  this  special  issue,  we  hope  you’ll  discover  a  few 
insights  that  lead  to  answers  of  your  own.  In  the  process  of  our  report¬ 
ing,  we  were  astonished  once  more  by  the  creativity  of  business  and  its 
ability  to  mesh  ideas  and  varied  technologies  into  ventures  that  work, 
grow  and  change  the  face  of  the  world  as  we  know  it.  The  challenges  of 
electronic  commerce  are  opportunities,  not  the  CIO’s  Waterloo. 

-Perry  Glasser,  Associate  Editor 
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and  puts  you  in  control  of  your  enterprise.  Nobody  else  does  this  as  well,  or 
as  efficiently  -  one  cohesive  structure  from  design  and  procurement  to 
support  and  asset  management.  Inacom  was  the  first  to  earn  IS0-9001 
quality  certification.  And  we  are  the  first  to  bring  the  complete,  business- 


driven  mindset  to  distributed  technology,  If  you're  absolutely  positive 
your  computer  and  communications  systems  are  delivering  every  ounce  of 
productivity  you  paid  for,  we 
salute  you.  If  not,  we  should  talk. 

800-843-2762  http://www.inacom.com  NASDAQ:  INAC 
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Where  is  it  written  that  cutting  costs  has  to  be  a  cruel,  ruthless  act? 

Take  the  new  NEC  PowerMate8  Series,  for  instance.  To  most  people, 
it’s  a  sophisticated  workhorse  that  enables  them  to  be  more  productive.  To 
you,  however,  it’s  an  effective  way  to  lower  costs  by  reducing  system 
downtime  and  increasing  end-user  efficiency. 

The  fact  is,  each  PowerMate  system  can  save  up  to  15% 
of  the  total  cost  of  desktop  ownership,  thanks  to  advanced 
Rent'sH™  features  that  provide  efficient  network  management.* 


THE  NEC  POWERMATE  SERIES. 
QUITE  POSSIBLY  THE  ORLY 
COST-SAVINS  MEASURE  THAT  WON’T 
UPSET  YOUR  EMPLOYEES. 


1  bulb, 

saves  ^ZS'.TS'  ovev 
*3  ye<?ws. 


<3ev\evic  bv<nv\^ 
co-P-Pee, 

saves  $4.$r0  ovev 
3  ye<nvs. 


/\vH-Pic‘un1  -Picus, 
saves  $K2.6?  ovev 
3  ye<?ivs. 
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Exclusive  MagicEye™  technology  continually  monitors  the  system’s 
health,  including  hard  drive  activity,  temperature  and  voltage.  And,  if 
a  problem  is  detected,  IS  managers  can  remotely  access  the  system 
via  Intel’s  LANDesk"  Client  Manager  3.0.  What’s  more,  CyberMedia’s 
FirstAid  95  Deluxe  automatically  fixes  configuration  errors  and,  along 
with  McAfee’s  anti-virus  software,  protects  valuable  data. 

What  does  it  all  add  up  to?  Quite  simply,  fewer  problems  and  more 
productivity.  Now  isn’t  that  a  cost-saving  measure  everyone  can  live  with? 


For  more  information,  call  1-800-NEC-INFO,  or  visit  us  on  the  web 
at  http://www.nec.com. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE.™ 


©1996  Packard  Be#  NEC,  Inc.  NEC  and  PowerMate  are  registered  trademarks  o!  NEC  Corporation  used  under  Scense  by  Packard  Be#  NEC 
Inc.  See,  Hear  and  Feel  the  Difference  is  a  trademark  of  NEC  Technologies,  inc  Magn'Eve  is  a  trademark  of  Packard  Be#  NEC,  Inc.  The  Inlet 
Inside  Logo.  LANDesk  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Lego  6  a  trademark  of  Intel  Corporation  Product 
specifications  listed  are  not  necessarily  reflective  of  all  PowetMate  models  available.  'Savings  based  on  Gartner  Group  Strategic  Analyse 
Report.  'Total  Cost  of  Ownership:  The  Impact  of  System  Management  Idols,'  September  1 7, 1996.  Key  >  23057 
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ILLUSTRATION  8Y  ROY  CARRUTHERS 


More  than  a  new  type  of  transaction,  online  commerce  is  changing 
thefundamental  buyer/seller  relationship 


Whether  business  needs  are  changing  technol¬ 
ogy  or  technology  is  changing  business, 
building  ongoing  business  relationships  has 
emerged  as  a  critical  part  of  electronic  commerce  (EC),  pri¬ 
marily  because  of  the  popularity  of  the  Internet  and  the 
World  Wide  Web.  In  the  late  1 980s,  when  EC  began  to  ma¬ 
ture,  it  consisted  largely  of  technologically  complicated 
electronic  data  interchange  (EDI)  and  online  financial 
transactions  between  businesses.  Now,  as  the  point-of- 
sale  transaction  foundation  of  Olde  Commerce  crumbles, 
the  architects  of  New  Commerce  are  building  on  a  base  of 
ongoing  customer  service  and  such  cornerstones  as  do-it- 
yourself  configuration,  help  desks  and  "anytime,  any¬ 
where"  service.  Vendors,  manufacturers,  distributors  and 
suppliers  are  using  EC  to  create  new  revenue  streams, 
open  new  markets  and  retain  current  clients. 


Reader  ROI 


FOR  SOME  COMPANIES, 
electronic  commerce  is 
nothing  more  than  financial 
transactions  that  use  infor¬ 
mation  technology.  For  oth¬ 
ers,  EC  encompasses  a  full 
sales  cycle — including  mar¬ 
keting,  selling  and  eventually 
discontinuing  or  upgrading 
outmoded  products  and 
services.  This  overview  will 
bring  these  EC  issues  to  the 
foreground: 

►  Current  technologies, 
practices  and  challenges 

►  Immediate  and  long-term 
benefits 

►  Pitfalls 

►  Future  developments 
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OVERVIEW 


EC  and  other  IS 
demands  are 
changing  the 
CIO  role. 


As  business  continues  to  learn  how  tech¬ 
nology  can  further  commerce,  however, 
many  businesspeople  are  hard-pressed  to 
define  EC.  “My  biggest  challenge  when  I 
started  [exploring  electronic  commerce] 
was  trying  to  pin  down  a  definition,”  says 
Judith  Cohen,  director  of  American 
Management  Systems  Inc.’s  Internet  and 
electronic  commerce  lab.  Cohen,  who 
works  in  the  AMS  Center  for  Advanced 
Technologies  in  Fairfax, 
Va.,  says  most  EC  activity 
undertaken  by  the  systems 
integrator’s  clients  falls  into 
two  camps:  business-to- 
business  commerce  and 
consumer  retail.  “You  can 
see  people  trying  to  sepa¬ 
rate  the  two,”  she  says. 
“They  have  different  challenges,  differ¬ 
ent  market  implications  and  different 
technological  implications.” 


•  Electronic  commerce 

pioneers 


Relationships 

Regardless  of  whether  your  business 
targets  companies  or  consumers,  it’s 
a  mistake  to  look  at  EC  as  just  a 
transaction,  says  Michael  Taylor,  a 
director  of  the  telecommunication, 
information,  media  and  electronics 
practice  at  Cambridge,  Mass.-based 
consultancy  Arthur  D.  Little.  “The 
purchase  transaction  itself  is  very 
much  subordinate  and  the  least  sig¬ 
nificant  of  all  the  information  trans¬ 
actions,”  he  says.  “Anything  that 
tightens  your  relationship  with  an 
existing  customer  increases  the  rev¬ 
enue  you  get  from  that  customer.” 

The  evolution  of  electronic  com¬ 
merce  coincides  with  the  elevation 
of  business  relationships  and  cus¬ 
tomer  cultivation  to  key  business 
strategies.  Just  as  many  reengineering  evan¬ 
gelists  have  stopped  pushing  reengineering  for  cost 
cutting  and  started  pushing  transformation  for 
growth,  companies  and  vendors  in  the  electronic  mar- 


American  Airlines  Inc./The  Sabre  Group 
Fort  Worth,  Texas 

The  Sabre  Group  of  Fort  Worth,  Texas,  now  an  independent 
company  that  spun  off  from  American  Airlines  in  the  fall  of 
1996,  grew  out  of  the  company's  Semi-Automated  Business 
Research  Environment,  a  nationwide  data  processing  system  in 
operation  since  1 959.  Initially,  travel  agents  could  use  Sabre  to 
create  a  complete  flight  reservation  for  customers  and  access 
the  data  from  anywhere  in  the  country.  By  the  mid-1 960s,  the 
system  expanded  to  car  and  hotel  reservations  and  included  an 
online  catalog  of  theater  tickets,  bon  voyage  gifts,  flowers  and 
other  travel-related  goods  and  services.  In  1985,  American  intro¬ 
duced  EasySabre,  a  PC  counterpart  for  consumers. 

Although  Sabre  was  formed  to  keep  track  of  American's  seats, 
flights  and  reservations  (the  airline  once  used  color-coded  index 
cards  and  a  Lazy  Susan),  the  company  now  offers  decision-sup¬ 
port  systems  and  consulting  services  to  businesses  in  the  travel, 
transportation,  shipping  and  food  service  industries,  as  well  as  to 
government  agencies.  The  Sabre  network,  the  world's  largest  pri¬ 
vately  owned,  real-time  computer  network,  embraces  main¬ 
frames,  PCs  and  distributed  systems  to  handle  25  percent  of  the 
world's  airline  reservations  and  80  percent  of  rental  car  bookings 
in  the  United  States. 

Sabre's  customer  service  and  online  travel  booking  trajectory 
set  the  standard  for  similar  services,  such  as  United  Connection, 
United  Air  Lines  Inc.'s  service  that  allows  PC  users  to  reserve  and 
purchase  travel  services  from  airlines,  hotels  and  rental  car  compa¬ 
nies.  Originally  an  in-house  system,  Sabre  is  now  connected  to 
more  than  300,000  computers  in  74  countries  on  six  continents. 

-Heath  Row 
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ketplace  are  concentrating  less  on  individual  sales  and 
more  on  using  IT  to  form  partnerships  with  client 
companies  and  to  foster  relationships  with  consumers. 
It’s  a  softer  sell,  but  it’s  a  sell  nonetheless  because  the 
underlying  motive  is  to  make  more  money.  “When  is 
a  relationship  a  relationship  and  not  an  extortion?” 
asks  John  Jordan,  senior  consultant  with  Computer 
Sciences  Corp.  (CSC)  of  El  Segundo,  Calif. 

Encouraging  continuous  contact  with  clients  by 
helping  them  determine  their  purchase  requirements, 
acquire  a  product,  use  a  product  and  replace  a  prod¬ 
uct  can  be  the  real  strength  of  electronic  commerce, 
says  Rick  Watson,  an  associate  professor  of  MIS  at  the 
University  of  Georgia  in  Athens.  “It’s  much  more  than 
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buying  and  selling,”  he  says.  “Commerce  is  about 
retaining  legitimacy  and  operating  in  the  long  run. 
It’s  providing  an  ongoing  service  for  customers.” 

Ultimately,  EC  strengthens  all  the  elements  of  the 
sales  cycle,  from  marketing  to  product  support.  It 
includes  the  use  of  IT  leading  up  to  a  sale,  the  sale 
itself  and  customer  service  following  the  sale.  It 
encompasses  IT-enabled  advertising,  sales  and  mar¬ 
keting  on  the  Web,  interactive  voice  response  cus¬ 
tomer  service  systems,  computer  help  desks,  value- 
added  networks,  customer  and  product  databases, 
EDI,  magnetic  tape  exchanges,  electronic  catalogs, 
smart  cards,  electronic  payment  schemes  and  auto¬ 
mated  teller  machines.  Basically,  anything  simulta¬ 
neously  involving  technology  and  business  or  com¬ 
merce  is  under  the  umbrella  of  EC.  While  such  a 
broad  definition  of  EC  is  necessary  to  strengthen  ties 
between  buyers  and  sellers,  Taylor  says  some  com¬ 
panies  will  require  a  radical  change  in  thinking. 

IS  and  EC 

Because  of  these  developments,  IS  will  have  to  take 
more  ownership  of  their  projects.  Jordan  says  that 
as  EC  draws  more  on  credit  card  information,  data¬ 
base  queries  and  multimedia  files,  the  content  of  spe¬ 
cific  transactions  matters  more  than  it  might  have 


ALm0 


before.  “When  transactions  were  all  based  on 
numbers,  the  IS  organization  knew  that  the 
data  they  had  was  data,”  he  says. 

“The  content  of  that  data  was 
irrelevant  to  them.” 

Gordon  Brooks,  senior  vice 
president  of  Cambridge  Tech¬ 
nology  Partners,  a  professional  services 
firm  based  in  Cambridge,  Mass.,  says 
that  EC  and  other  IS  demands  are 
changing  the  CIO  role.  Because  the 
data  and  user  needs  are  different 
from  Olde  Commerce,  CIOs  and 
other  IS  professionals  need  to 
look  at  EC  projects  from  a  cross¬ 
functional  business  perspective. 

By  considering  the  behavioral 
components  of  IT  implemen¬ 
tation  as  well  as  the  technology  itself, 

CIOs  will  be  better  able  to  roll  out  successful  EC 
applications  and  services.  “Consensus,  multiple  con¬ 
stituencies  and  business  processes  [are  important!. 
Multiply  that  by  10  when  you’re  dealing  with  elec¬ 
tronic  commerce,”  Brooks  says.  “Most  people  in  a 
company  don’t  realize  what  technology  can  do  for 
them.  The  CIO  can  be  the  conduit  and  the  link 
between  what  is  possible  and  what  is  done.” 


< 7eTH0N 


$3'50o 


e'P. 


c°rnA 


vPi/af, 


r*htn 


Electronic  commerce 


EDI  supply  chain  logistics 


Allegiance  Healthcare  Corp.,  Deerfield,  III. 

(formerly  Baxter  International) 

To  reduce  costs  and  gain  a  competitive  advantage,  in  1976 
Allegiance  developed  its  Analytical  System  for  Automated  Pur¬ 
chasing  (ASAP),  through  which  customers  could  purchase  sup¬ 
plies  using  touch-tone  telephones  and  receive  electronic 
acknowledgments.  That  early  EDI  initiative  evolved  in  the 
1 980s  to  become  the  QnCall*EDI  turnkey  package.  Sepa¬ 
rately,  Allegiance  developed  ValueLink  in  1989,  an  EDI- 
enabled  "stockless"  inventory  management  program  that 
delivers  hospital  supplies  on  a  just-in-time  basis. 

Because  PCs,  mice  and  Windows  were  not  part  of  cus¬ 
tomers'  purview,  Allegiance  developed  the  turnkey  EDI 
packages.  Allegiance,  like  most  EDI  "hubs,"  had  difficulty 
convincing  suppliers  to  embrace  EDI,  so  the  company 
recently  adopted  a  "get-tough"  policy,  declaring  that  sup¬ 
pliers  not  sending  invoices  via  EDI  as  of  December  1 996 


would  suffer  a  20  percent  payment  deduction. 

ValueLink  has  saved  client  hospitals  more  than  $200  mil¬ 
lion,  and  Allegiance's  sales  from  its  1 30-plus  ValueLink 
accounts  increased  by  28  percent  to  more  than  $650  million 
last  year.  Overall,  EDI  slashed  purchasing  and  accounts 
payable  operating  costs  by  20  to  40  percent  and  reduced 
errors  and  rework  by  40  to  60  percent.  Market  share 
increased;  inventory  diminished. 

Allegiance  now  wants  to  "close  the  loop"  in  electronic 
business  transactions,  capturing  information  that  will  help 
it  replenish  the  customers'  supplies  automatically — without 
a  purchase  order.  "The  ultimate  goal  is  for  the  EDI  transac¬ 
tion  to  trigger  a  message  to  the  manufacturer  to  make  more 
product,"  says  EDI  Director  Daniel  Browning.  "And  we  would 
like  to  tap  into  patient  surgery  schedules  so  that  our  prod¬ 
ucts  can  arrive  at  the  treatment  facility  when  the  patient 
arrives." 

-Richard  Pastore 
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Contact  us  at  (800)  223-2215 
or  www.amdahl.com 


Nasty  territorial  battles  take  their 
daily  toll  on  your  enterprise  com¬ 
puting  environment.  Platform  wars. 
Centralized  versus  distributed. 
Supplier  rivalries.  Enough! 
Amdahl  declares  peace. 


Today,  Amdahl  integrates  hard¬ 
ware,  software  and  services  among 
MVS®,  UNIX®  and  Windows  NT®.  Our 
new  Millennium™  family  of  S/390 
CMOS-based  servers  and  Spectris™ 
storage  subsystems  take  glas- 
nost  to  new  heights  with  24x7 
global  access. 

Our  new  EnVista™  servers  for 
Windows  NT  and  LVS  4500™  storage 
systems  usher  in  a  new  era  of 
cooperation  with  today’s  fastest 
NT  to  mainframe  connections.  All 
united  in  peaceful  coexistence  with 
our  A+Application  Management 
Software  Suite,  and  world  class 
consulting  and  customer  services. 
Join  Amdahl  in  forging  a  true  and 
lasting  peace. 


®  1996.  Amdahl  Corporation.  Amdahl  is  a  registered  trademark  and  Millennium,  Specths.  EnVista.  LVS  4500,  and  BRING  US  YOUR 
HARD  PROBLEMS  are  trademarks  of  Amdahl  Corporation.  MVS  is  a  registered  trademark  of  International  Business  Machines 
Corporation.  Windows  NT  is  a  registered  trademark  of  Microsoft  Corporation.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 
All  other  trademarks  and  products  are  the  property  of  their  respective  owners. 
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Informing  Customers 

To  capitalize  on  the  opportunity  for  future 
sales  offered  by  EC,  companies  will  need 
to  use  IT  to  provide  clients  and  customers 
with  information  about  their  products  and 
services,  Taylor  says.  By  helping  potential 
customers  use  technology  to  search,  com¬ 
pare,  track,  receive  and  service  products — 
under  their  own  brand  or  another — com¬ 
panies  can  communicate  what  clients  need 
to  make  decisions.  They  can  offer  the  infor¬ 
mation  clients  need  outside  their  traditional 
sales  and  marketing  channels,  too,  says  Ken 
Horner,  New  York-based  global  practice 


Electronic  commerce 
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"Anything  that  tightens 
your  relationship  with 
an  existing  customer 
increases  the  revenue 
you  get  from  that 
customer." 

-Michael  Taylor 


director  of  new  media/electronic  commerce  for 
Deloitte  &  Touche  Consulting  Group.  For  exam¬ 
ple,  General  Motors  Corp.  makes  information 
about  its  automobiles  available  through  non-GM 
databases  like  Microsoft  Corp.’s  CarPoint  (car- 
point. msn.com),  which  comprises  pricing  informa¬ 
tion,  safety  features  and  specifications  for  vehicles 
from  numerous  automakers.  GM  might  not  control 
the  information  flow,  but  the  company  can  be  a 
direct  beneficiary  of  people  having  that  information. 

But  what  happens  if  you  lose  control  of  your 
product  information  or  if  another 
enterprise  uses  IT  to  provide  informa¬ 
tion  services  your  company  usually 
controls?  Will  your  information  serv¬ 
ice  functions  be  undermined?  Paul 
Gustafson,  a  senior  partner  with  CSC, 
says  disintermediation  of  information 
services  need  not  happen.  Sometimes, 
EC  endeavors  require  enterprises  to 
reconsider  core  business  practices  and 
be  more  open  to  outside  ideas — or  let¬ 
ting  internal  ideas  filter  outside.  As 
once-major  players  in  marketspaces  like 
the  travel  industry  face  disintermediation  brought 
on  by  information  providers  that  step  off  the  start¬ 
ing  blocks  faster  than  travel  agents  and  other  tradi¬ 
tional  booking  services,  enterprises  need  to  keep  pace 
or  get  out  of  the  race.  United  Air  Lines  Inc.  offers 
United  Connection,  a  dial-up  reservation  service  that 
contains  flight  information  for  more  than  500  air- 


Wal-Mart  Stores  Inc.,  Bentonville,  Ark. 

Wal-Mart  began  using  Universal  Product  Code  (UPC)  scan¬ 
ning  at  its  registers  in  1 980.  While  other  companies  accrued 
data,  Wal-Mart's  IS  group  discovered  information — informa¬ 
tion  it  transformed  into  action.  As  early  as  1 981,  Wal-Mart 
installed  video  monitoring  devices  that  transmitted  informa¬ 
tion  on  buyers'  habits  to  the  Bentonville  headquarters  from 
all  its  stores.  Wal-Mart  had  centralized  its  IS  operation  in 
1 984.  By  the  following  year,  individual  stores  were  sending 
data  to  headquarters  via  a  Hughes  Network  Systems  Inc. 
satellite.  By  1992,  Wal-Mart  had  14  "smart"  warehouses  and 
a  logistics  operation  that  never  left  a  truck  empty,  able  to 
choreograph  the  motion  of  every  Q-Tip,  casserole  dish  and 
cubic  zirconia  stocked.  The  strategy  was  simple  but  revolu¬ 
tionary:  Rather  than  push  goods  to  the  stores,  which  in 
turn  pushed  them  to  the  customers,  Wal-Mart  allowed  cus¬ 
tomers'  preferences  to  pull  the  goods  most  in  demand. 


lines,  including  United.  By  being  less  territorial  about 
product  and  service  specifications,  branding  their 
information  aggregation  services  and  mastering  the 
information  channel,  companies  can  flex  their  mar¬ 
ket  muscles  and  strengthen  their  positions  while  pro¬ 
viding  an  industrywide  service,  Gustafson  says.  “Out 
of  the  digital  channel  that’s  emerging,  we’re  seeing 
some  new  fundamental  business  processes,”  he  says. 
“It’s  caused  us  to  rethink  what  is  proprietary.  We 
have  to  disintermediate  the  commodity  and  reinter¬ 
mediate  the  value.” 

Security  and  Caution 

But  Brooks  says  many  companies  move  into  the 
electronic  channel  too  quickly  in  order  to  get  EC 
projects  to  market.  Even  though  time-to-market  is 
a  widespread  IT  concern,  it  is  a  bigger  problem  in 
electronic  commerce  efforts  because  if  a  company 
is  starting  from  scratch,  the  learning  curve  can  be 
steeper  than  usual.  As  technology  develops  more 
quickly  and  cycle  times  shorten,  large  companies 
often  jump  into  projects  without  motivation  other 
than  a  fear  of  spry  startups  such  as  Netscape 
Communications  Corp.  or  other  young  companies 
some  people  think  now  lead  the  pack  of  larger 
enterprises.  And  if  less-nimble  enterprises  jump  the 
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What's  more,  Wal-Mart  emphatically  persuaded  its 
vendors  to  participate  in  its  technological  revolution  of 
the  retail  industry.  While  some  manufacturers  balked  at 
the  idea  of  doing  business  on  Wal-Mart's  terms,  others 
agreed  to  work  with  the  chain  of  stores  to  remove  a  few 
steps  from  the  sales  process — and  they,  too,  profited 
from  their  flexibility.  Procter  &  Gamble  Inc.,  for  exam¬ 
ple,  became  Wal-Mart's  primary  vendor,  but  only  after 
some  tough  negotiation. 

In  1991,  Sam  Walton's  general  store  and  vision  be¬ 
came  the  nation's  largest  retailer,  surpassing  Sears, 
Roebuck  and  Co.  Discount  chains  around  the  world 
have  had  to  adapt  to  compete  under  Wal-Mart's  on¬ 
slaught,  and  the  face  of  retailing  has  changed  forever. 

-Ruth  Greenberg 


gun  without  the  necessary  know-how, 
they  could  trip.  “A  lot  of  people  just  feel  they  have 
to  get  there  because  if  they  don’t,  they’ll  get  left 
out,”  Brooks  says. 

Companies  also  need  to  approach  electronic  com¬ 
merce  differently  from  other  business  applications 
of  IT  because  EC  projects  are  more  visible  to  cus¬ 
tomers  and  clients.  “You  have  to  worry  more  about 
the  image  and  the  quality  [of  the  project],”  Brooks 
says.  “It  might  be  the  view  to  the  customer.” 

0ne-to-0ne 

While  a  more  personal  focus  and  one-to-one  mar¬ 
keting  might  be  a  benefit  of  EC,  it  can  also  be  a  hin¬ 
drance.  Consumers  are  concerned  about  their  pri¬ 
vacy  as  well  as  the  legitimacy  of  online  vendors,  says 
Jim  Miller,  a  research  scientist  for  the  Cambridge, 
Mass. -based  World  Wide  Web  Consortium  (W3C) 
in  MIT’s  Lab  for  Computer  Science.  Similarly,  com¬ 
panies  want  to  be  sure  customers  and  clients  are  who 


•  Electronic  commerce 

pioneers 


Visa  International  lncv  San  Francisco 

During  the  1 980s,  Visa  International  encircled  the  globe 
with  fiber-optic  cable  that  carried  the  record  of  millions  of 
daily  transactions  to  one  of  Visa's  large  computer  centers 
in  England  or  the  United  States.  In  February  1 996,  Visa — 
along  with  MasterCard  International  Inc.  and  a  handful  of 
information  technology  players — announced  the  develop¬ 
ment  of  the  Secure  Electronic  Transaction  (SET)  standard 
for  securing  credit  card  purchases  over  the  Internet. 

Prior  to  the  establishment  of  the  SET  standard,  Internet 
commerce  remained  a  dream.  Merchants  and  credit  card 
holders  had  no  assurance  of  security  for  purchases  over 
the  Internet.  With  the  development  of  the  SET  standard, 
an  entire  industry  was  unleashed.  Shoppers  and  mer¬ 
chants  alike  could  now  feel  safe  swapping  information 


and  electronic  products  via  an  open  network. 

Visa  today  stands  ready  to  blaze  an  electronic  com¬ 
merce  trail.  With  more  than  500  million  credit  cards  is¬ 
sued  worldwide  and  20,500  member  financial  institu¬ 
tions,  Visa  is  poised  to  take  the  lead  in  Internet-based 
credit  card  transactions.  If  all  goes  according  to  plan,  the 
SET  specification  should  help  Internet  commerce 
achieve  its  Manifest  Destiny. 

Electronic  commerce  holds  a  big  place  in  Visa's  future. 
The  company  is  in  the  process  of  rolling  out  several  IT- 
based  financial  services,  including  microchip-embed¬ 
ded  cards  such  as  Visa  Cash,  a  "stored  value"  card  for 
small  transactions.  Another  prepaid  card  in  the  offing 
is  Visa  TravelMoney,  which  will  provide  destination 
currency  for  travelers. 

-Megan  Santosus 
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Microsoft  Exchange  Server  5.0  beta  is  available  for  trial  now. 
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The  new  Microsoft  Exchange  Server  5.0  brings  together  the  best 
features  of  an  industrial-strength  messaging  system— the  reliability, 
the  scheduling,  the  rules-based  message  management— with  the 
enormous  scope  and  flexibility  of  the  Internet.  Microsoft  Exchange 
is  built  on  current  industry  standards,  so  it  works  across  all 
the  major  network  environments,  in  harmony  with  all  the  major 
messaging  systems,  all  while  delivering  superior  manageability 
and  reliability.  Meanwhile,  Microsoft  Exchange  supports  all  the 


popular  Internet  protocols  and  standards,  so  you  can  extend  all  this 
goodness  to  the  Internet.  Now  ordinary  individuals  can  set  up  dis¬ 
cussion  groups.  Far-flung  teams  can  begin  collaborating.  Users  can 
access  their  mail  from  any  standard  e-mail  client  anywhere— even 
from  a  Web  browser.  In  short,  Microsoft  Exchange,  proud  member 
of  the  Microsoft  BackOffice  family,  gives  you  a  comprehensive 
messaging  and  collaboration  system  that  knows  how  to  make  the 
Internet  perform.  And  that,  my  friends,  is  the  best  of  both  worlds. 


Microsoft 

Where  do  you  want  to  go  today?’  www.microsoft.com/exchange/trial/ 
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they  say  they  are.  Under  its  technology  and  society 
division,  which  analyzes  electronic  commerce,  the 
W3C  is  studying  vendor  validation  and  digital  sig¬ 
natures  as  ways  to  alleviate  customer  and  corporate 
fears  (see  Emerging  Technology,  Page  100). 

But  Miller  says  companies  should  verify  that 
their  security  concerns — which  are  often  based  on 
media  accounts  of  independent  instances  of  system- 
insecurity — are  well-founded  before  they  invest 
an  expensive  security  system  they  might  not  need. 
If  a  company  provides  too  much  security,  it  could 
slow  the  processing  of  online  activity,  perhaps  rais¬ 
ing  costs  unnecessarily,  he  says.  “Inside  companies, 
the  Web  is  spreading  like  wildfire,  but  between 
companies,  there’s  a  lot  of  serious 
worry  and  a  lot  of  concerns  about 
security  that  aren’t  really  rational,”  he 
says.  “If  you’re  going  to  spend  half  a 
million  dollars  and  you’re  going  to 
spend  another  half-second  on  each 
transaction,  you’d  better  be  sure  that 
you’re  offering  security  for  what’s 
really  going  to  happen.” 

Security  is  less  of  a  problem  for 
business-to-business  EC  activity, 

Cohen  says.  When  working  with 
suppliers,  distributors  and  other 
business  partners,  companies  usu¬ 
ally  can  make  assumptions  about  a 
user’s  technology  base,  connectivi¬ 
ty  and  response  time.  With  con¬ 
sumers,  the  EC  waters  are  more 
murky.  “When  you  have  a  busi- 
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The  Benetton  Group,  Ponzano  Treviso,  Italy 


By  looking  beyond  the  point  of  sale, 
companies  can  foster  ongoing  sales 
relationships,  which  will  increase  the 
opportunity  for  future  revenues. 


ness-to-business  relationship, 
usually  you’re  talking  about  a 
smaller  number  of  customers 
and  fewer  transactions,”  she 
adds.  “On  the  business-to-con- 
sumer  side,  it’s  the  mass  mar¬ 
ket.  You  don’t  know  who 
you’re  dealing  with.” 

Security  isn’t  the  only  area 
where  companies  need  to  bal¬ 
ance  benefits  with  cost  con¬ 
cerns.  Companies  should  be 
aware  of  the  pressure  that 
electronic  commerce  can  put 
on  their  profit  margins,  says 
David  Taylor,  vice  president 
and  director  of  business  oper- 


Of  the  7,000  boutiques  with  the  Benetton  name  in  1 20  coun¬ 
tries  around  the  world,  only  a  few  are  actually  owned  by  that 
company.  Benetton's  worldwide  computer  system,  operating 
from  a  centuries-old  Italian  villa  at  company  headquarters  near 
Treviso,  Italy,  responds  quickly  to  changes  in  the  fickle  fashion 
marketplace. 

In  the  early  1 980s,  when  buyers  for  department  stores  pur¬ 
chased  stock  up  to  nine  months  in  advance  of  their  shelving  dates, 
Benetton  stores,  with  their  efficient  use  of  EDI,  could  order  clothes 
in  response  to  swift  changes  in  customer  taste  and  be  confident 
that  their  orders  would  be  filled  quickly.  Benetton's  manufacturing 
and  distribution  operations  achieved  that  capability  by  making 
many  of  its  clothes,  such  as  T-shirts,  without  color.  Minute  by 
minute,  Benetton's  computers  dictated  which  items  needed  to  be 
bathed  in  vats  of  dye,  the  colors  matching  the  movement  of  the 
marketplace.  Quantities  were  determined  by  up-to-the-second  cus¬ 
tomer  demand.  Today,  Benetton's  robotic  warehouse  stores  and 
retrieves  30,000  boxes  of  garments  a  day. 

That  setup  requires  that  cooperation  between  Benetton  and  its 
trading  partners — suppliers  and  outlets — be  as  close  as  that  be¬ 
tween  a  champion  show  horse  and  its  rider.  Company  management 
uses  the  phrase  "world  transparency"  to  indicate  that  its  central  com¬ 
puters  in  Italy  have  up-to-date  knowledge  of  inventory  levels,  colors 
and  changes  in  customer  demand.  World  transparency  and  a  just-in- 
time  delivery  system  have  brought  The  Benetton  Group  an  annual 
gross  profit  of  approximately  $1 .97  billion.  -Ruth  Greenberg 
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FLAT  RATE  PRICING  HIGHSPEED  GLOB  A  L  CON  N  ECTI VITY  LOGGI NG  &  TRACKI  NG  AUTHENTICATION 


WORK  THE  INTERNET 


Premenos  Templar™  was  the  world’s  first 
standards-based  software  and  services  to  provide 
timely,  accurate  and  secure  EDI  over  the  Internet. 

Now  in  its  second  release,  the  Templar  Suite  arms 
your  business  with  more  of  the  proven  security, 
manageability  and  performance  you  need  to  harness 
the  most  pervasive  network  available  and  put  it  to 
work  for  your  business. 

Make  no  mistake,  Templar  achieves  ground-breaking 


direct  connect  and  network  cost  savings.  Its  software, 
services  and  network  solutions  take  full  advantage  of 
high-speed,  global  Internet  access. 

Moreover,  when  you  choose  Templar,  you  also 
enjoy  all  the  benefits  of  a  partnership  with 
Premenos— a  worldwide  industry  leader  in  EDI  and 
electronic  commerce. 

To  find  out  how  you  can  work  the  Internet  with 
Premenos  Templar,  call  1-800-480-4334. 


Beyond  Barrier  s“ 


CUSTOMER  SUPPORT  INTEGRITY  NON-REPUDIATION  FLAT  RATE  PRICING  HIGH  SPEED  GLOBAL  CONNECTIVITY  AUTHENTICATION 
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ations  for  Gartner  Group 
Inc.  in  Stamford,  Conn. 
“You  don’t  want  to  hide 
behind  your  online  mar¬ 
keting  tool  as  a  loss  lead¬ 
er,”  he  says.  “This  is  a 
channel.  You  have  to  man¬ 
age  it  as  a  channel.” 

The  Internet  and  Web  can 
'"''655  Crr  help  existing  enterprises  move 
'  toward  virtual  business  and 
commerce  models,  says  Robin 
Palmer,  national  partner  in 
charge  of  New  York-based 
KPMG  Peat  Marwick  LLP’s  elec¬ 
tronic  commerce  practice.  “One  of 
the  key  drivers  of  the  Net  is  the 
open  systems,  interoperability  and 
the  very  high  standards,”  he  says. 
Nevertheless,  companies  need  to  con¬ 
sider  their  back  ends  and  legacy  sys¬ 
tems  while  looking  to  new  front  ends  and  user  inter¬ 
faces.  “[Electronic  channels]  need  to  be  fully  inte¬ 
grated  with  everything  they  do,”  he  says.  “This  is  not 
an  alternative  way  of  doing  business.  It’s  an  add-on. 
That  doesn’t  mean  your  existing  channels  go  away.” 
(See  “Blueprints  for  the  Electronic  Store,”  Page  32.) 

Cohen  says  EC  channels  might  burst  wide  open 
as  service  providers  and  the  companies  supporting 
the  Net’s  infrastructure  improve  bandwidth  avail¬ 
ability.  While  the  Internet  will  remain,  Cohen  says 


private  enterprise  will  probably  step  in  with  private 
networks  that  offer  different  qualities  of  service  for 
different  pay  scales.  “With  the  Internet  being  the 
public  Internet  where  performance  is  not  guaran¬ 
teed,  there’s  a  lot  of  doubt  about  what’s  going  to 
happen,”  Cohen  says.  “If  you  could  envision  an 
Internet  where  people  paid  for  what  they  got,  peo¬ 
ple  would  pay  for  that  premium.  There’s  a  lot  of 
money  to  be  made  here.  I  think  a  natural  shake- 
down  is  going  to  happen.” 

Beyond  the  Point  of  Sale 

Students  of  the  new  school  of  EC,  educated  in  part 
by  the  Net,  Web  and  younger  consumers  and  cus¬ 
tomers,  are  less  intent  on  using  tactical  nuts-and- 
bolts  piecework  to  enable  transactions  and  are  more 
concerned  with  strategically  positioning  companies 

"The  CIO  can  be  the  conduit  and  the  link 
between  what  is  possible  and  what 

is  done."  -Gordon  Brooks 

to  build  customer  relationships  and  product  brand¬ 
ing  in  a  global  electronic  market.  By  looking  beyond 
the  point  of  sale,  companies  can  foster  ongoing  sales 
relationships,  which  will  increase  the  opportunity 
for  future  revenues.  “The  old  electronic  commerce 
was  inherently  tactical  in  what  it  was  trying  to  do,” 
says  Michael  Taylor  of  Arthur  D.  Little.  “We’re  not 
talking  about  something  that  is  extremely  tactical. 
The  strategic  opportunity  is  much  broader.” 


•  Electronic  commerce 

pioneers 


Federal  Express  Corp.,  Memphis,  Tenn. 

In  1 987,  Federal  Express  formed  a  logistics,  electronic  com¬ 
merce  and  catalog  division  to  take  its  warehousing  and  distri¬ 
bution  services  into  the  information  age.  With  the  goal  of  hav¬ 
ing  all  of  its  customers  online  by  2000,  the  company  offers 
Powership,  a  set  of  proprietary  hardware-based  automated 
shipping  systems  that  allow  organizations  to  place,  track  and 
bill  their  own  FedEx  orders  in-house,  and  FedEx  Ship,  soft¬ 
ware  that  people  can  download  to  their  desktops  to  sched¬ 
ule  pickups,  track  and  confirm  deliveries,  and  print  bar-code 
labels. 

Spending  $500  million  on  IT  development  annually  to 
help  ensure  99  percent  accurate  package  delivery  is  quite 
an  investment,  but  much  of  that  comes  back 


to  FedEx — gift-wrapped  in  gold  foil.  By  offering  customers 
the  tools  to  prepare  and  process  their  own  packages  with¬ 
out  the  help  of  a  FedEx  employee,  the  company  cut  its  cus¬ 
tomer  service  calls — and  costs — by  60  percent.  Last  year, 
revenues  topped  $10  billion. 

On  the  Web,  where  FedEx  (www.fedex.com)  has  offered 
services  and  free  software  since  1994,  about  18,000  users 
access  information  regarding  the  nearly  2.5  million  pack¬ 
ages  the  company  ships  daily.  Now  that  FedEx  offers  inter- 
NetShip,  a  Net-based  service  that  capitalizes  on  the  cus¬ 
tomer  service  elements  of  Powership  and  FedEx  Ship, 
customers  can  prepare  shipping  labels  from  the  Web  with¬ 
out  additional  software  or  help  from  FedEx  customer  service 
representatives.  -Heath  Row 
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Many  companies  are  laying  the  groundwork  for 
and  banking  on  the  future  of  one-to-one  market¬ 
ing  and  the  personalization  of  goods  and  services. 
As  information  about  consumers’  buying  habits 
becomes  more  valuable  and  accessible,  companies 
will  be  able  to  tailor  sales  propositions  electroni¬ 
cally  on  a  case-by-case  basis,  Taylor  says.  Except 
for  high-end  items,  which  still  can  have  their  place 
in  EC  activity,  most  marketing  follows  a  broadcast 
model  offline,  he  says.  In  EC,  this  isn’t  true. 
“You’re  not  forced  into  a  broadcast  mecha¬ 
nism,”  he  says.  “What  you  have  the  oppor¬ 
tunity  to  do  with  Internet  commerce  is  to  tai¬ 
lor  your  message  to  an  individual  customer.” 

Companies  also  can  combat  commercial 
costs  such  as  product  configuration,  compari¬ 
son  and  delivery  by  adding  a  customer  service 
aspect  to  their  EC  activities.  “Companies  have 
a  real  incentive  to  empower  their  customers. 
They  can  literally  drown  in  customer  support 
costs,”  Taylor  says.  “If  you  cut  down  on  the  cycle 
time  involved  in  all  of  your  customer- facing  pro¬ 
cesses,  you  probably  need  to  fill  orders  faster  than 
you  did  before.  With  digital  goods,  you  can  do  ful¬ 
fillment  online.” 

When  working  with  physical  products  as  well 
as  digital  products,  companies  can  use  electronic 
catalogs  and  channels  to  market  goods  that  might 
be  too  costly  to  maintain  at  store  locations. 
Gartner’s  David  Taylor  says  companies  like  Toys 
“R”  Us,  The  Home  Depot  and  Office  Depot  Inc. 
can  increase  the  “floor  space”  of  their  Web  stores 
to  feature  high-margin,  low-turnover  items  like 
expensive,  hand-crafted  wooden  toys,  home  con¬ 
struction  supplies  and  windows.  Those  items  cost 
retailers  money  if  kept  in  stock  too  long.  “[EC] 
allows  the  mass  merchandiser  to  become  a  spe¬ 
cialty  merchandiser,”  Taylor  says.  “Virtual 
floor  space  doesn’t  take  up  as  much 
room  as  physical  floor  space.” 


The  Shape  of  Things  to  Come 

In  the  virtual  marketplace, 
widespread  network  access  and 
the  shift  from  intranets  and  value- 
added  networks  (VANs)  to  the 
Net  and  Web  can  take  businesses 
in  two  directions.  First  of  all,  tech¬ 
nologies  like  the  Web  can  open  busi¬ 
nesses  to  a  wider  market  than  was 
accessible  previously.  Jordan  says 
new  channels  will  enable  EC  to  help 
companies  service  or  sell  to  the  whole 
world  while  remaining  aware  of  local 
cultural  issues  and  mores.  Instead  of 
being  merely  multinational,  companies 
will  be  truly  global.  While  marketing  to 
other  countries  might  raise  some  logistical 
issues,  Jordan  says  that  doing  so  will  help 


"Commerce  is  about  retaining 
legitimacy  and  operating  in 
the  long  run.  It's  providing  an 
ongoing  service  for  customers." 

-Rick  Watson 


02/ 
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Virtual  Vineyards,  Palo  Alto,  Calif. 

When  Robert  Olson,  a  former  Silicon  Graphics  Inc.  man¬ 
ager,  and  Peter  Granoff,  wine  director  for  a  San  Francisco 
restaurant,  founded  Virtual  Vineyards  ( www.virtualvin . 
com)  and  its  Palo  Alto,  Calif.-based  parent  company  Net 
Content  Inc.  in  January  1 995,  they  entered  the  Web 
through  the  wine  cellar,  not  the  front  door.  Rather 
than  move  an  existing  business  to  the  Web,  they 
started  an  online  company  that  sold  a  product — as 
well  as  expertise  and  information  about  that  product. 
By  offering  wine  and  food  products — plus  Granoff's 
expert  advice — Olson  and  Granoff  established  a 
virtual  watering  hole  for  sommeliers  and  wine 
enthusiasts. 

As  one  of  the  first  Web-only  businesses,  the  20- 
employee  company  was  also  the  first  retailer  to  use 
CyberCash  Inc/s  secure  financial  transactions  to  con¬ 
duct  business  online.  When  orders  are  placed,  they 
are  transferred  electronically  from  the 


companies  identify  which  business  processes  can 
be  aggregated  by  other  enterprises  and  which 
should  be  narrowed  and  positioned  as  core  com¬ 
petencies. 

The  second  move  companies  will  make  is  toward 
one-to-one  marketing.  Already  that  is  happening 
online,  where  companies  solicit  demographic  data 
from  online  visitors  and  customers,  track  activity 
with  cookies  and  offer  e-mail  newsletters  and 
updates  based  on  user  preferences.  Michael  Taylor 
says  that  by  using  IT  to  enable  customer  self-ser¬ 
vice,  companies  can  streamline  customer-facing 
processes,  or  processes  in  which  customers  have 
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company's  headquarters  to  its  Napa  Valley  warehouse, 
from  which  bottles  are  shipped  along  with  tasting 
notes  and  other  information  via  Federal  Express  deliv¬ 
ery.  While  Virtual  Vineyards  is  not  the  only  wine  and 
food  shop  on  the  Web,  its  emphasis  on  information 
and  bargain  prices  has  helped  it  age  well. 

Once  business  achieves  adequate  vintage,  the  com¬ 
pany  plans  to  move  into  electronic  commerce  consult¬ 
ing,  software  development  and  systems  integration. 
Brad  Meltzer,  the  company's  interface  and  interactive 
database  developer,  designed  Stretch  Text,  a  Web 
publishing  tool  that  redraws  pages  through  a  Silicon 
Graphics  gateway  to  display  new  information  without 
waiting  for  another  page  to  load.  With  the  potential 
for  software  spin-offs  and  sales  reaching  $1  million  last 
year,  Olson  and  Granoff  can  afford  to  look  at  the  world 
of  wine  through  rose-colored  glasses.  -Heath  Row 


one-on-one  contact  with  employees  and  customer 
service  representatives.  By  automating  customer 
service  functions  online  or  using  telephony,  com¬ 
panies  like  Federal  Express  Corp.  can  cut  their  cus¬ 
tomer  service  costs  by  as  much  as  60  percent.  Self- 
service  carries  over  into  other  areas  as  well.  Watson 
says  companies  can  reduce  customer  service  costs 
by  providing  an  electronic  forum — such  as  soft¬ 
ware-specific  discussion  areas  on  CompuServe  and 
other  online  services — in  which  customers  can 
interact  with  each  other  in  a  users’  grouplike  set¬ 
ting  (see  Page  44  for  details  on  C/O’ s  Online  Forum 
about  electronic  commerce).  “If  you  can  put  cus¬ 
tomers  in  touch  with  other  customers,  they  can 
solve  each  other’s  problems,”  he  says. 

Watson  says  individualized  information  will  be 
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Amazon.com  Books  Inc.,  Seattle 


Imagine  roaming  a  bookstore  with  a  title  catalog  the  size  of  seven 
New  York  phone  books.  That's  the  shtick  behind  Amazon.com,  the 
1 .1  -million-title  Web  store  with  a  street  address  in  Seattle  that 
really  lives  at  www.amazon.com. 

Founder  Jeff  Brezos  says  his  bookstore  that  went  online  in  July 
1 995  simply  couldn't  exist  in  conventional  store  land — which  is, 
after  all,  the  point.  "Businesses  can  do  things  on  the  Web  that  sim¬ 
ply  cannot  be  done  any  other  way,"  he  says.  For  example,  customers 
post  book  reviews  and  authors  post  "self-conducted  interviews"  that 
are  linked  to  the  appropriate  titles.  Readers  search  the  site  by  author, 
title  and  subject  keyword  as  well  as  browse  via  subject  links.  Once  a 
reader  has  made  a  selection,  Amazon  flashes  titles  of  similar  books. 

With  a  choice  in  hand,  as  it  were,  the  customer  enters  shipping 
information.  Books  are  usually  sent  within  two  or  three  days,  though 
really  obscure  titles  can  take  several  weeks.  Since  Amazon  doesn't 
order  most  books  until  after  the  sale  is  made,  inventory  is  kept  to  just 
a  few  bestsellers. 

Although  growing  at  an  astounding  monthly  rate  of  34  percent, 
according  to  Business  Week,  Amazon.com  has  not  yet  encountered 
serious  competition  online.  But  that  will  obviously  change.  Wal-Mart 
Stores  Inc.  and  Microsoft  Corp.  plan  to  offer  tomes  online,  and  it's  only 
a  matter  of  time  before  retailers  such  as  Borders  Books  and  Music 
stores  and  Barnes  &  Noble  bookstores  power  up  with  competing  online 
offerings.  Still,  when  faced  with  new  challenges,  Brezos  does  have  help: 
Any  management  guru's  latest  business  book  is  just  a  few  clicks  away. 

-Carol  Hildebrand 


used  increasingly  and  that  one-to-one  marketing 
will  become  even  more  transparent  and  ubiquitous 
in  the  home.  Watson  foresees  a  day  when  the  man¬ 
ufacturer  of  his  refrigerator  will  able  to  monitor 
how  many  times  he  opens  and  closes  his  freezer 
door.  By  tracking  how  often  a  person  uses  a  freez¬ 
er  and  how  long  the  door  is  open  each  time,  the 
manufacturer  could  customize  its  next  refrigerator 
sales  pitch  to  laud  a  more  efficient  model  to  a  cus¬ 
tomer  who  opens  his  freezer  door  20  times  a  day. 

Another  future,  as  seen  by  Horner,  is  less  famil¬ 
iar.  “The  future  is  going  to  be  about  as  strange  as 
today  would  be  if  you  took  away  televisions,  tele¬ 
phones  and  fax  machines,”  he  says.  “When  we  get 
there,  we  won’t  know  that  we’re  there.”  HE! 


Staff  Writer  Heath  Row  can  be  reached  at 
hrow@cio.com. 
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Can  your  intranet  do  this ? 


Run  your  mission-critical 


maintain  version  control 


manage  your  workflows 


collaborate  in  real  time  ? 
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Livelink  Intranet  delivers 
the  widest  range  of  intranet 
applications  to  help  yon 
put  the  Weh  to  work. 


Search  massive 
amounts  of 
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Access  control 
and  version 
management  for 
all  documents 


library 


The  tools  you 
need  for  on-time, 
on-budget  delivery 


search 
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Introducing 

Livelink  Intranet 


Suite  7. 


It’s  the  first  and  only  intranet  application  suite 
that  you  can  run  your  business  on. 

Managing  today’s  complex  business  processes  means  allowing  your  managers  and  project 
teams  to  access,  share,  track  and  reuse  information  across  your  corporation  -  no  matter 
how  many  sites  and  technologies  are  involved.  With  Livelink  Intranet  you  can  manage 
documents,  collaborate  on  projects  and  coordinate  workflow.  And  quickly  find  what  you 
need  using  the  world’s  top-rated  full-text  search  engine.  It  links  your  people  with  people, 
and  people  with  information,  to  meet  your  goals. 

Livelink  Intranet  is  a  complete  off-the-shelf 
application  that  you  install  and  start  using  right  away  - 
all  your  people  need  is  a  Web  browser.  It  takes  your 
current  investment  in  networks,  databases  and  applications 
and  integrates  them  with  the  Internet’s  global  infrastructure. 

Finally,  your  intranet  will  support  document  collections 
of  any  size  and  handle  any  number  of  users.  All  with  the 
necessary  security  and  access  control. 

Industrial-strength  and  scalable,  Livelink  Intranet 
helps  Fortune  500  and  Global  2000  companies  solve 
advanced  business  problems. 

And  it’s  the  only  one  that  can,  and  the  only  one 
that’s  shipping  today.  Contact  us  and  we’ll  show  you  how. 

Visit  www.opentext.com  or  call 

X  Open  Text 

Livelink 

Intranet 

Suite  7 

Putting  the  Web  to  Worffu 


“Livelink  was  exactly 
what  our  company  was 
looking  for...  we  looked 
at  a  lot  of  products  and 
of  all  of  them,  Livelink 
was  the  most  open  and 
easiest  to  used 

Mitch  Oliver, 
QUALCOMM  Incorporated 

1  800  499-6544 


Compatible  with  Microsoft®  Windows  NT™. 

Livelink,  Open  Text  and  “Putting  the  Web  to  Work”  are  trademarks  of  Open  Text  Corporation.  All  other  trademarks  are  the  property  of  their  respective  owners. 
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Bob  Edelman:  “It's 
crazy  to  kludge  the 
intranet  with  EDI." 


http://www.cio.com 
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Reader  ROI 


ELECTRONIC  COMMERCE 
is  a  catchy  term,  but  for 
most  companies,  the 
current  modality  is  EDI. 

In  this  article,  readers 
will  find  out 

►  What  is  wrong  with 
traditional  EDI 

►  The  pros  and  cons  of 
new  EDI  variations 

►  How  companies  are 
fitting  EDI  and  its 
variants  into  their 
broader  electronic 
commerce  plans 


With  legacy  EDI  software  integrated  with  the  Web  and  VANs  offered 
by  Internet  service  providers,  variations  on  EDI  will  revitalize  this 
importanttool  of  electronic  commerce 

BY  LYNDA  RADOSEVICH 

or  nearly  three  decades,  electronic  data  interchange  (EDI)  has  been  the  prima¬ 
ry  method  of  conducting  online  business-to-business  commerce.  They've 
been  good  years  but  far  from  perfect.  EDI  comprises  the  standards  and  services 
that  allow  companies'  computers  to  perform  electronic  transactions  such  as  pur¬ 
chase  orders  without  human  intervention.  EDI  is  popular  among  large  companies 
because  it  saves  money  that  otherwise  would  be  spent  on  processing  paper  and 
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rekeying  data.  But  EDI  technology  remains  firmly 
rooted  in  its  mainframe-oriented  past,  and  users 
say  it  can  be  limiting.  “We’ve  been  involved  in  EDI 
for  15  years,”  says  Bob  Edelman,  vice  president  at 
Marshall  Industries,  an  electronic  components  dis¬ 
tributor  in  El  Monte,  Calif.  “EDI  never  provided 
the  ultimate  solution  we  wanted  because  of  the  cost 
of  setting  it  up,  the  sophistication  required  to  set  it 
up,  the  lack  of  ability  to  do  any  spontaneous  trans¬ 
actions  and  the  lack  of  proliferation  and  connec¬ 
tivity  to  some  customers.” 

The  Internet,  however,  holds  bright  new  promise 
for  business-to-business  electronic  commerce.  The 
Net  offers  a  way  to  reach  thousands  of  new  sup¬ 
pliers  and  buyers  who  have  nothing  more  compli¬ 
cated  than  an  Internet  connection  and  a  Web 
browser.  Also,  the  Internet  can  go  far  beyond  EDI 
in  terms  of  business  communications.  Companies 
can  use  the  Internet  to  coordinate  the  entire  pur¬ 
chasing  cycle — from  product  information  to  cus¬ 
tomer  support — as  well  as  carry  out  low-level  trans¬ 
actions  such  as  purchase  orders.  The  old  EDI  infra¬ 
structure  is  creaky,  and  the  Internet  is  developing 
into  a  hot  commerce  tool — particulars  that  have 
some  people  composing  EDI’s  obituary.  “EDI  is 
dead  in  24  months,”  says  William  L.  Schrader, 
chairman,  president,  CEO  and  founder  of  PSINet 
in  Herndon,  Va.,  perhaps  the  country’s  largest 
Internet  service  provider,  counting  170,899  con¬ 
sumer  wholesalers,  15,062  companies  and  11,715 
individuals  among  its  customers. 

Other  experts  acknowledge  EDI’s  problems  but 
say  it  has  plenty  of  living  yet  to  do.  First,  vendors  are 
finding  new  ways  to  marry  EDI  and  the  Internet. 
And  second,  Internet-enabled  or  not,  EDI’s  inertia 
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will  preserve  it  into  the  foreseeable  future.  “Are 
companies  with  massive  EDI  implementations  going 
to  rip  out  EDI  interfaces  to  their  applications  and 
replace  everything  with  a  new  buying  method  and 
data  transfer  [system]  that  is  Web-based?”  asks 
Barbara  Reilly,  a  product  manager  in  the  Electronic 
Commerce  Strategies  Service  Gartner  Group  Inc.  in 
Stamford  Conn.  “It’s  not  going  to  happen.”  (See 
“Blueprints  for  the  Electronic  Store,”  Page  32.) 

Instead,  for  the  next  few  years  at  least,  compa¬ 
nies  planning  to  conduct  electronic  commerce  will 


have  to  consider  several  combinations  of  EDI  and 
the  Internet.  Trading  partners  can  retain  existing 
EDI  connections,  find  cheaper  ways  to  send  EDI 
messages  and  use  the  Web  to  reach  out  to  new 
partners. 

Conventional  EDI 

EDI  works  by  allowing  different  companies’  com¬ 
puters  to  exchange  transactions  using  standard  for¬ 
mats,  namely  the  American  National  Standards 
Institute’s  (ANSI’s)  X12  series.  X12  specifies  stan¬ 
dard  fields  for  purchase  orders,  shipping  documents, 
invoices,  payments  and  hundreds  more  data  trans¬ 
actions.  Typically,  EDI  software  extracts  “flat”  files 
(files  from  which  links  to  other  data  have  been 
removed)  from  mainframe  financial  or  order-pro¬ 
cessing  systems  and  translates  the  data  into  EDI  stan¬ 
dard  forms.  Companies  then  transmit  large  batches 
of  EDI  forms  over  a  dedicated  phone  line  or  a  third- 
party  value-added  network  (VAN).  VANs  ease  the 
job  of  connecting  with  many  trading  partners  by  col¬ 
lecting  forms  in  an  electronic  mailbox;  sorting,  trans¬ 
lating  and  forwarding  them  to  recipients;  and  guar¬ 
anteeing  that  they  reach  their  destinations  intact. 

Conventional  EDI  has  a  number  of  advantages 
that  argue  for  its  vitality.  Large  companies  can  dra¬ 
matically  decrease  errors  introduced  in  rekeying 
information  and  reduce  the  time  and  clerical  costs 
of  processing  paper  forms  by  hand.  Also,  EDI  can 
help  companies  save  money  in  strategic  ways.  For 
instance,  large  retailers  like  Wal-Mart  Stores  Inc. 
in  Bentonville,  Ark.,  have  set  up  EDI-based  stock- 
replenishment  systems,  in  which  they  send  sales 
data  to  suppliers  and  set  up  an  automatic  mecha¬ 
nism  to  reorder  hot-selling  items.  Such  systems  sig¬ 
nificantly  cut  retailers’  warehousing  costs. 

More  evidence  that  EDI  is  alive  and  well:  EDI 
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standards  and  technologies  are  dependable,  proven 
and  trusted.  Communications  are  sent  on  private 
lines  that  have  limited  exposure  to  the  public  and 
therefore  are  relatively  secure.  What’s  more,  the 
batch  transfer  of  flat  files  efficiently  moves  large  vol¬ 
umes  of  data.  Finally,  established  VANs,  including 
General  Electric  Information  Service  (GEIS)  and 
IBM  Corp.’s  Global  Network,  help  take  the 
headache  out  of  finding  trading  partners  and  con¬ 
necting  to  their  disparate  systems. 

However,  conventional  EDI  also  has  significant 
shortcomings.  Companies  must  painstakingly  link 
their  back-office  systems  to  EDI  software,  then  syn¬ 
chronize  protocols  with  their  trading  partners’  sys¬ 
tems.  The  rigid  and  complex  X12  formats  don’t  jibe 
well  with  new  applications.  Although  the  batch  trans¬ 
fer  process  moves  large  chunks  of  data  efficiently,  it 
is  a  time-delayed  process,  increasingly  at  odds  with 
today’s  real-time  world.  Also,  transmission  charges 
are  expensive.  VANs  typically  charge  $25  to  trans¬ 
mit  1,000  characters,  according  to  experts,  although 
some  VANs  are  now  lowering  their  prices.  “We  have 
many  customers  using  traditional  VAN  services  that 
spend  $40,000  to  $60,000  per  month  just  sending 
regular  [purchase  orders]  and  invoices,”  says  Steve 
Botts,  director  of  Templar  product  management  at 
Premenos  Corp.,  an  EDI  software  company  in 
Concord,  Calif.  The  companies  range  in  size,  he  says, 
but  some  of  them  aren’t  very  large. 

Despite  the  costs,  EDI  can  be  extraordinarily 
cost-effective  for  very  large  companies  such  as 
Sears,  Roebuck  and  Co.,  Wal-Mart  and  General 
Motors  Corp.,  which  act  as  hubs  for  their  thou¬ 
sands  of  suppliers.  However,  the  suppliers,  or 
“spokes”  in  EDI  parlance,  don’t  necessarily  see  the 
same  benefits.  Not  that  they  need  to;  if  spokes  don’t 
submit  to  hubs’  demands  to  conduct  business  by 


EDI,  they  lose  the  business.  Dana  Corp.,  an  auto¬ 
mobile  parts  manufacturer  in  Auburn,  Ind.,  has 
been  using  EDI  since  the  early  1980s,  when  Ford 
Motor  Co.  and  GM  mandated  it,  according  to  Joe 
Kokosa,  an  EDI  administration  manager  in  the 
Spicer  Clutch  division.  Dana’s  EDI  system  talks 
directly  to  mainframes  at  GM  and  Ford  via  tele¬ 
phone  lines  or  to  other  customers’  EDI  systems 
through  VANs.  Either  way,  the  transmission 
charges  are  expensive,  but  the  returns  to  Dana 
remain  unmeasured.  “We  were  required  to  do  it,  so 
calculating  how  much  we  were  saving  or  not  sav¬ 
ing  was  not  a  ‘value-added’  activity,”  says  Kokosa. 

Will  they  can 

theVAN? 

Substituting  the  Internet  for 
a  value-added  network  provider 
can  significantly  cut  a  company's  EDI 
transmission  costs.Two  questions 
reveal  the  trend: 


"Are  you  looking  at  EDI  on  the  Internet?" 

(respondents:  30  large  companies) 


already 

piloting 


"If  you're  not  yet  piloting  internet-based  EDI,  why  not?" 

(multiple  responses  allowed) 

68%  Need  to  work  out  security 

50%  The  Internet  is  not  yet  reliable  enough 

21%  We're  waiting  for  trading  partners  to  ask  us 
18%  Traditional  EDI  is  good  enough 

SOURCE:  “WILL  THE  WEB  KILL  EDI?"  A  1996  SURVEY  BY  FORRESTER  RESEARCH  INC. 

OF  CAMBRIDGE,  MASS. 
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The  most  predictable  thing  about  business  is  that  it’s  unpre¬ 
dictable.  Your  needs  are  likely  to  be  different  from  one  day  to  the 
next  (or  for  that  matter,  from  one  department  to  another).  You 
either  need  a  range  of  servers  to  accommodate  all  your  different 
needs.  Or  one  affordable  server  with  a  very  wide  range. 

Introducing  the  new  Compaq  ProLiant  2500.  Simply  put,  it’s 
the  most  versatile  platform  available  today.  Its  modular  chassis  lets 
you  easily  swap  components  to  meet  any  new  set  of  requirements. 

So  you  only  need  to  purchase  for  your  needs  today.  And  as  your 

_ 

h  Server.  It’s  An  Application  Server, 
erver.  Can  An  Identity  Crisis  Be  A  Virtue? 

business  grows,  the  Compaq  ProLiant  2500  provides  the  scalability 
to  go  from  file  and  print  to  Internet  or  application  server.  While 

distributed  . 

giving  you  the  availability  and  management 
features  you  need  to  run  your  mission-critical 
applications.  And  with  Distributed  Access,  the 
information  you  need  will  always  be  close  at  hand. 

In  other  words,  it’s  the  first  platform  that’s  versatile  and 
flexible  enough  to  run  your  business  on — today  and  tomorrow. 
To  find  out  more  about  the  ProLiant  2500  or  Distributed 
Access,  visit  us  at  www.compaq.com/us,  or  call  1-800-319-7778 
to  locate  the  Compaq  reseller  near  you. 


COMPAQ. 

Has  It  Changed  Your  Life  Yet? 


ELECTRONIC  DATA  INTERCHANGE 


Ron  Morosetti 
sees  big  savings 
in  conducting  EDI 
via  the  Internet. 
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A  related  problem  with  traditional 
EDI  is  its  rigidity.  Many  companies’ 
business  models  call  for 
increasing  their  customer 
and  supplier  bases.  But  set¬ 
ting  up  an  EDI  link  requires  so 
much  time  and  money  that  it  keeps 
the  numbers  of  electronic  partners 
in  check. 

For  those  reasons,  EDI  partic¬ 
ipation  has  remained  relatively 
limited.  Blane  Erwin,  an  ana¬ 
lyst  at  Forrester  Research  Inc. 
in  Cambridge,  Mass.,  esti¬ 
mates  that  roughly  100,000 
U.S.  companies  currently 
use  some  form  of  EDI. 

That’s  only  a  fraction  of  the  2 

million  companies  with  10  or  more 

employees  that  could  be  using  electronic  commerce 


EDI  Via  the  Internet 

In  the  past  year,  the  Internet,  once  heralded  as  EDI’s 
executioner,  has  given  EDI  users  a  new  option  to  con¬ 
sider.  Rather  than  sending  X12  forms  back  and  forth 
via  VANs,  companies  can  use  products  such  as 
Premenos’s  Templar  to  send  EDI  transactions  over 
the  Internet.  Templar  puts  transactions  into  encrypt¬ 
ed  envelopes  and  electronically  seals  them  so  that 
only  parties  privy  to  the  encryption  key  can  view  the 
contents.  Those  envelopes  can  then  be  sent  securely 


|gj| 


SAUce 


9uPpo, 


^der" 


P,(/SS^ 


H 


e/C/?/7e5/j 


tmi 


over  the  public  access  Internet 
rather  than  over  privately 
owned  VANs  or  dial-up  con¬ 
nections. 

Substituting  the  Internet  for 
a  VAN  can  dramatically  lower 
EDI  transmission  costs.  Chevron 
Corp.  of  San  Francisco  forks  over 
$1,200  to  its  VAN  each  time  it 
sends  a  quarterly  petroleum  pro¬ 
duction  report  to  the  U.S.  govern¬ 
ment,  says  Ron  Morosetti,  a  corpo¬ 
rate  EDI  coordinator  in  Chevron’s 
San  Ramon,  Calif.,  data  center.  The 
company  is  piloting  a  Templar  appli¬ 
cation  that  sends  the  petroleum  report 
(and  will  eventually  send  other  reports) 
over  the  Internet.  Chevron  already  has 
an  Internet  connection  with  unlimited 
access  for  roughly  $2,000  per  month,  so 
sending  EDI  reports  costs  nothing  extra. 
“EDI  over  the  Internet  offers  us  tremendous  poten¬ 
tial  for  savings,”  Morosetti  says. 

In  addition,  EDI  over  the  Internet  can  be  faster 
than  over  VANs.  When  companies  send  EDI  mes¬ 
sages  by  VANs,  the  messages  are  stored  in  electronic 
mailboxes  until  the  next  processing  step.  Also,  com¬ 
panies  generally  send  EDI  transmissions  in  large, 
infrequent  batches  because  VANs  charge  less  to 
send  big  loads  during  off-peak  hours.  Morosetti 
says  it  can  take  between  30  minutes  and  two  hours 
to  send  a  report  over  a  VAN.  In  contrast,  because 
there’s  no  access  charge  for  the  Internet,  companies 
can  set  up  Internet-based  EDI  systems  to  check  their 
boxes  more  frequently.  In  Chevron’s  pilot  system, 
EDI  transmissions  over  the  Internet  generally  take 
10  minutes,  Morosetti  says. 

Also,  it  can  be  easier  to  attract  new  partners  to 
EDI  conducted  over  the  Internet  than  to  EDI  con¬ 
ducted  over  VANs.  “We  have  a  whole  category  of 
potential  trading  partners — mom-and-pop  shops — 
that  all  have  connections  to  the  Internet,  but  I  can’t 
get  them  to  do  EDI,  because  they  don’t  want  to  take 
on  the  cost  of  the  VAN,”  Morosetti  says.  “This  is 
a  great  opportunity  for  them.” 

Still,  EDI  via  the  Internet  raises  security  questions 
in  many  managers’  minds.  Using  the  security  mech¬ 
anism  known  as  public  key  encryption,  Templar 
addresses  the  primary  concerns — confidentiality, 
authentication,  data  integrity  and  nonrepudiation 
of  origin  and  return  (meaning  you  can’t  deny  hav¬ 
ing  received  or  having  sent  a  transaction).  Public 
key  encryption  is  secure  enough  for  some  EDI  man¬ 
agers,  but  others  remain  unsure.  “I  haven’t  quite 
bought  into  it  yet,”  says  Kokosa,  speaking  of  the 
security  of  EDI  over  the  Internet.  (See  Emerging 
Technology,  Page  100.) 

Another  limitation  with  EDI  conducted  over  the 
Internet  is  that  the  required  software  is  proprietary: 
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At  just  70"  tall  and  33"  wide, 
it’s  a  little  powerhouse. 


Want  to  run  hot  new  UNIX  and 
client/server  applications?  Go  for  it. 


Surfs  up. 

There’s  no  additional  charge  for 
OS/390  Internet  BonusPak  II. 


One-stop  shopping  with 
ESO-packaged  hardware,  software, 
services  and  financing. 


Powerful.  Not  power  hungry. 


Save.  Save.  Save. 
Operating  costs  arc  low. 


Cost-efficient  optional  Internal  Disk 
keeps  data  accessible  and  available. 


Open  it  up  and  make  changes  w  ithout 
turning  it  off.  That’s  hot  swapping. 


Power  outage?  No  problem. 
It’s  got  battery  backup. 


It’s  so  fast 

we  added  a  cool  racing  stripe. 


Introducing  the  IBM  S/390  Multiprise  2000. 
It’s  just  as  impressive  for  what  it  doesn’t  do. 


The  IBM  S/390  Multiprise  2000™  server  looks  like  it 
does  it  all.  However,  it  doesn't  take  up  much  space,  use  lots 
of  power  or  demand  much  time  of  your  staff. 

It  also  doesn’t  force  you  to  buy  loads  of  new  software. 
The  S/390  Multiprise  server  can  handle  just  about  whatever 
you're  running  now  plus  the  latest  UNIX®  client/server  and 
S/390  programs.  Even  corporatewide  LAN  data  is  a  simple 
interface  away.  And  Internet  and  intranet  transitions  are  easy. 
So  business  can  grow  with  the  S/390  Multiprise  family. 

What's  more,  it  doesn't  consume  all  your  resources. 


The  S/390  Multiprise  saves  up  to  89%  in  floor  space,  95%  in 
energy  costs  and  actually  increases  performance  up  to  40%! 

And  it’s  all  ready  to  go  with  our  Entry  Server  Offering 
(ESO)  packages.  Which  give  you  hardware,  software,  services, 
maintenance  and  financing  at  significant  savings. 

The  new  S/390  Multiprise  2000.  II  you  want  to  be  even 

more  impressed,  stop  by  and  _ _  _ 

visit  www..s390.ibm.eom  or  give  E  ~~~  EErE 

us  a  call  at  1  800  IBM-2468, 

ext.  CA254.  Solutions  for  a  small  planet " 


‘As  compared  to  the  IBM  3090  class  processor  Savings  may  vary  depending  on  configuration.  IBM  and  S/390  are  registered  trademarks  and  Multiprise  2000. 0S/390  and  Solutions  for  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation. 
UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries  licensed  exclusively  through  X/Open  Company  Limited.  All  other  product  names  are  trademarks  or  registered  trademarks  ol  their  respective  companies.  ©  1996  IBM  Corporation 
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The  largest  Web  commerce 
arrangement  is  downright  shocking 


make  arrangements  by  phone  orfax,  and  their  suc¬ 
cess  reportedly  depends  on  having  connections  with 
"power"  players. 

To  level  that  business  playing  field,  the  Federal 
Energy  Regulatory  Commission  said  the  utilities  must 
make  information  on  extra  transmission  capacity 
available  on  an  open  network  and  permit  all  brokers  to 
reserve  transmission  capacity  online.  The  utilities  then 
gathered  into  groups  of  1 0  to  1 5  facilities,  and  each 
group  is  building  a  Web  site  to  do  just  that.  "The  Web 
is  the  natural  choice  for  the  network  because  the  Feds 
can't  mandate  use  of  proprietary  technologies,"  says  Jeff 
Geltz,  director  of  information  services  for  New  England 
Power  Co.  in  Westboro,  Mass.  Geltz  also  chairs  OASIS  for 
the  New  England  Power  Pool  (NEPOOL)  OASIS  develop¬ 
ment  team  and  co-chairs  J-TSIN,  the  Joint  Transmission 
Services  Information  Network,  to  which  70  percent  of 
these  companies  belong. 

However,  with  sensitive  information  and  valuable  trans¬ 
actions  zipping  across  the  Internet,  the  utilities  want  to 
make  certain  nothing  goes  awry.  That's  where  the  necessi¬ 
ty  for  a  virtual  private  network  comes  in.  TradeWave  Corp. 
in  Austin,  Texas,  manages  OASIS  security  using  public  key 
encryption  and  certification  to  guarantee  that  only  autho¬ 
rized  people  use  the  Web  sites. 

The  security,  which  assures  that  the  people  using  the  keys 
are  who  they  say  they  are,  is  administered  by  IBM  Corp.  "It's 
a  way  to  provide  tight  security  in  a  distributed  environment 
using  a  trusted  third  party,"  says  Alexander  Cavelli,  vice  presi¬ 
dent  of  strategic  development  for  TradeWave.  The  virtual  pri¬ 
vate  network  model,  he  adds,  is  relevant  to  any  vertical  indus¬ 
try  whose  members  trade  heavily  among  themselves. 

-L  Radosevich 


Everyone's  talking  about  big-business  commerce  on 
the  Web.  Now  there's  a  big-bucks  example  propo¬ 
nents  can  point  to.  Beginning  in  January  1 997,  more 
than  250  electric  utilities  plan  to  conduct  $25  billion  to  $50 
billion  worth  of  business  per  year  with  each  other  over  the 
Internet.  The  utilities  call  their  initiative  the  Open  Access 
Same  Time  Information  Systems  (OASIS). 

OASIS  is  a  semiprivate  version  of  the  Web  (known  as  a  vir¬ 
tual  private  network)  that  enables  brokers  to  schedule  trans¬ 
mission  capacity  across  different  utilities'  grids.  Say  a  steel 
company  in  Pittsburgh  needs  electricity.  Thanks  to  federally 
mandated  deregulation,  it  can  buy  the  power  from  wherever 
it's  cheapest — an  Oklahoma  generation  plant,  for  example. 

To  move  the  electricity  from  Oklahoma  to  Pittsburgh,  inde¬ 
pendent  brokers  arrange  to  purchase  excess  transmission 
capacity  from  utilities  that  lie  in  between.  Currently,  brokers 


Trading  partners  need  the  same  package  at  both 
ends.  Companies  must  install  the  same  software  and 
coordinate  their  upgrade  cycles,  which  inhibits  spon¬ 
taneous  commerce.  EDI  vendors  are  working  to 
make  their  systems  compatible,  and  the  Internet  Task 
Force  is  creating  requirements  for  EDI-over-Internet 
standards,  but  those  efforts  take  time.  Furthermore, 
companies  are  limited  to  rigid  EDI  formats. 

EDI  Plus  the  Web 

Internet  commerce  fans  argue  that  whether  data  is 
sent  over  the  Internet  or  a  VAN,  EDI  alone  misses 
the  broader  electronic  commerce  picture.  Much 
happens  before  buyers  and  sellers  are  ready  to 
exchange  purchase  orders  and  bills,  and  EDI 
doesn’t  address  any  of  it.  “If  you  take  the  pure  EDI 
stream  that  runs  over  private  networks  and  just  run 
it  over  the  Internet,  you  don’t  gain  much,”  says 


Tom  Patterson,  chief  strategist  for  electronic  com¬ 
merce  at  IBM  Corp.  in  Falls  Church,  Va. 

Not  surprisingly,  he  recommends  that  companies 
use  a  service  such  as  IBM  CommercePoint,  which 
combines  standard  EDI  formats  with  Web-based 
software.  Companies  can  use  their  Web  site  to 
attract  trading  partners,  exchange  information  and 
take  orders;  then  they  can  link  the  Web  site  to  back¬ 
end  order-processing  and  financial  systems  via  EDI. 

Some  forward-thinking  companies  already  are 
moving  in  this  direction.  Since  January  1996,  AMP 
Inc.,  an  electronic  components  manufacturer  in 
Harrisburg,  Pa.,  has  offered  an  electronic  catalog 
on  the  Web  that  now  lists  80,000  parts.  The  site 
includes  computer-aided  design  drawings  of  the 
parts  that  customers  can  download  and  use  in  their 
own  designs.  The  catalog,  which  was  built  using 
software  from  Saqqara  Systems  Inc.  Systems  Inc.  in 
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The  Internet  is  ready  to  bear  corporate  fruit?  Absolutely,  with  WebSpeed  from  Progress  Software.  The  first  development  environment 
that  enables  you  to  create  "self-service"  applications.  Putting  powerful  capabilities  like  order-entry  and  claims  processing  into  the  hands 
of  the  most  important  decision-maker:  your  customer.  Call  1  888  274-7222  or  visit  «  *  »  i  n  . 

our  website  for  a  free  evaluation  guide.  Apparently,  some  dreams  do  come  true.  v  vuUupCCU.^ 


Now  That's  Progess1 


®  1998  Progress  Software  Corporation,  14  Oak  Park,  Bedford.  Massachusetts.  01730,  U.S.A,  AH  rights  reserved.  WebSpeed  is  a  trademark  of  Progress  Software  Corporation 
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Still  Kicking 


EDI  is  just  the  most  recent 
addition  to  a  venerable  list 
of  items  that  have  outlived 
pundits' prophecies  of 
imminent  demise,  including 


■  Mainframes 

■  Analog  anything 

■  Text-based  interfaces 

■  Commuting 

■  Wang  Laboratories  Inc., 
Digital  Equipment  Corp. 
and  Bull  Electronics 

■  Human  agents 

■  Live  meetings 

■  Shrink-wrapped 
software 

■  Fax  machines 

■  Paper 

-L.  Radosevich 


Sunnyvale,  Calif.,  is  helping  AMP  reach  roughly 
200  new  high-tech  customers  per  day,  and  it  should 
save  money.  “Each  year,  AMP  spends  $7  million  to 
$10  million  on  printing  paper  catalogs  that  keep 
track  of  the  hundreds  of  thousands  of  products  we 
manufacture  worldwide,”  says  Jim  Kessler,  direc¬ 
tor  of  global  electronic  commerce 
at  AMP.  “We’ve  figured  that 
we  can  save  upward  of  half 
a  million  dollars  by  using  the 
electronic  catalog  along  with 
a  fax-back  system  as  an 
adjunct  to  paper  catalogs.” 

Next,  AMP  plans  to  link 
the  catalog  to  its  back-end 
systems  so  that  the  entire 
sales-to-delivery  process  is 
automated.  Kessler  has  yet 
______  to  decide  whether  EDI  will 

be  the  linking  mechanism, 
because  there  are  a  couple 
of  attractive  solutions.  Together  with  Saqqara  and 
Cambridge,  Mass. -based  Open  Market  Inc.,  he  is 
running  a  pilot  project  to  analyze  the  alternatives. 
For  example,  Open  Market’s  transaction  server  con¬ 
nects  to  the  Saqqara  catalog  software  on  one  end,  and 
it  could  generate  standard  EDI  messages  on  the  other 
end.  Since  AMP  already  has  EDI  translators  in  place, 
it  could  receive  and  process  the  EDI  orders.  Or  Open 
Market  could  build  custom  links  directly  to  packaged 
applications  from  SAP  AG,  Oracle  Corp.  and 
PeopleSoft  Inc.  Finally,  Open  Market’s  server  could 
connect  to  mainframe  systems  via  a  terminal  emula¬ 
tion  server.  AMP  has  created  a  division  (AMPeMerce, 
|  a  consulting  program  that  AMP  markets 

to  other  companies)  that  will  sell  the 
resulting  systems  to  the  public,  so  the  out¬ 
come  of  the  current  debate  about  possible 
configurations  is  crucial.  “The  question  is, 
do  you  get  the  Web  server  to  send  an  EDI 
message,  or  do  you  connect  to  the  main¬ 
frame?”  asks  Sherif  Danish,  Chairman 
and  CEO  of  Saqqara  Systems.  The 
answers,  he  notes,  are  not  yet  clear. 


Extended  Intranets 

Some  managers  don’t  see  any  role  for  EDI 
in  their  new  electronic  commerce  systems. 
They  believe  it’s  just  too  outmoded  for 
today’s  fast-moving  business  world.  So 
rather  than  link  companies  by  EDI,  they 
are  letting  a  select  group  of  customers 
through  the  firewall  into  the  corporate 
intranet  where  they  conduct  business. 

At  Marshall  Industries,  customers 
receive  alphanumeric  IDs  and  passwords 
to  MarshallNet,  Marshall’s  intranet. 
Once  inside,  they  see  a  customized  screen 
that  displays  prices,  inventory  status  and 


other  information  that  they  would  traditionally 
obtain  by  paper,  EDI  or  some  other  time-delayed 
means.  Also,  they  immediately  can  place  orders, 
and  eventually  they’ll  be  able  to  set  up  bank  trans¬ 
fers  for  payments,  Marshall’s  Edelman  says.  Why 
not  use  EDI  for  the  transactions?  “It’s  crazy  to 
kludge  [the  intranet]  with  EDI.  I  mean,  why  put 
everything  in  a  box  and  wait  till  you  pick  it  up 
when  you  can  have  it  in  almost  real-time?”  he  asks. 
“Information  cycle  times  have  shrunk  so  much  that 
people  need  to  have  information  instantaneously 
to  remain  competitive.” 

The  benefits  of  conducting  business  over  extend¬ 
ed  intranets  include  convenience — customers  can 
get  the  information  they  need  right  away — and  part¬ 
nership  building.  In  addition,  extended  intranets  are 
more  flexible,  responsive  and  comprehensive  than 
traditional  EDI.  For  instance,  customers  and  sales¬ 
people  can  exchange  personal  messages  as  well  as 
business  information,  no  small  advantage  in  an  age 
when  relationship  building  is  key  to  swelling  rev¬ 
enue  streams.  And  an  extended  intranet  is  more 
secure  than  a  Web  site  on  the  public  Internet  because 
information  is  protected  behind  firewalls.  However, 
the  lack  of  transaction  standards  for  extended 
intranets  means  that  buyers  have  to  log  in  separately 
to  each  vendor’s  intranet,  and  it  remains  unclear 
how  customers  can  link  their  own  systems  to  save 
work  on  their  end. 

What  is  Needed 

New  standard  transaction  sets  that  aren’t  as  com¬ 
plex  as  X12  will  allow  electronic  commerce  to  work 
more  smoothly,  experts  say.  “Rather  than  continue 
to  exchange  unreadable  XI 2  formats  and  deal  with 
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individual  proprietary  encoder/decoders,  it  would 
be  better  to  develop  data  interchange  standards  for 
HTML  and  e-mail  standards  that  are  suitable  for 
both  people  and  machines,”  says  Carl  Hage,  presi¬ 
dent  of  C.  Hage  Associates,  a  consulting  company 
in  Sunnyvale,  Calif.  The  standards  could  evolve 
from  existing  X12  formats,  but  they  should  be 
humanized  for  the  Internet  world.  EDI  was  created 
to  enable  mainframes  from  one  company  to  talk  to 
mainframes  at  another  company;  but  on  the 
Internet,  mainframes,  PCs  and  humans  all  must  be 
able  to  read  the  forms,  Hage  explains. 

What’s  more,  companies  will  need  assured  band¬ 
width  and  security  if  they  are  going  to  rely  on  the 
Internet  for  sending  business  transactions.  To  meet 
that  demand,  experts  predict,  VANs  and  Internet 
service  providers  (ISPs)  will  jockey  to  provide  pri¬ 
vate  subnetworks  that  are  accessible  through  the 
Internet.  Vendors  already  are  offering  early  versions 
of  such  systems.  For  instance,  GEIS  offers  GE 
TradeWeb,  a  Web  browser  front  end  for  its  exist¬ 
ing  VAN  service.  In  contrast,  PSINet’s  intranet  ser¬ 
vice,  PSI  IntraNet,  uses  Internet  protocols  but 
routes  intranet  customers’  packets  separately  from 
public  Internet  packets  for  better  performance  and 
security.  Whether  it’s  a  VAN  or  an  ISP,  what’s 


important  is  that  a  reliable  third  party  guarantees 
the  pipes  are  available,  says  Botts. 

Ultimately,  companies  will  have  to 
deal  with  several  variants  of  EDI 
and  Web  commerce  while  the  elec¬ 
tronic  marketplace  sorts  itself  out. 

Meanwhile,  organizations  shouldn’t  get 
so  star-struck  by  the  technologies  that  they 
abandon  the  business  knowledge  gained 
by  years  of  operating  EDI.  Unfortunately, 
that  tends  to  be  the  case.  Internet  and 
EDI  people  generally  are  in  different 
groups  within  a  company.  “It’s  a  big 
problem,”  says  Reilly.  Companies 
should  involve  the  EDI  folks  in  the 
thinking  process,  she  says.  “They’re 
the  ones  who  understand  the  busi¬ 
ness  processes  that  exist  in  the 
trading  community  at  this  point  in  time. 

If  the  Web  is  going  to  augment  those  processes  or, 
in  some  cases,  significantly  change  them,  you  real¬ 
ly  have  to  understand  what  they  are.”  BQI 
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Lynda  Radosevich  is  a  freelance  writer  based 
in  New  York.  She  can  be  reached  at  lradosev@ 
interserv.com. 
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Collaborative  tools 
because 

business  sometimes  requires 
heads  up,  hands  on 
jam  sessions. 


HITSoft  MTG™ 

All-Purpose  Digital  Meeting 
System 

HITSoft  BIZ™ 

Business  Flow  Modeling  and 
Simulation  Software 

HITSoft  IT™ 

Process  and  Data  Modeling 


Workgroups  can  leverage 
the  power  of  a  PC  on  a  digital 
whiteboard  for  more  productive 
meetings  and  better  output. 

Work  with  any  MS  Windows 
application  on  the  whiteboard, 
add  handwritten  notes  to  any  file, 
draw  free  form  diagrams. 

Build,  analyze  and  revise  models 
for  more  effective  evaluation. 

Save,  print  and  publish 
collaborative  work  from  a  PC 
and  via  email. 


Software 

For  more  information  about  the 
HITSoft  Series  contact  us  at: 

1  (800)  624-6176,  Ext  7693. 

http://www.hitachi-soft.com 

Hitachi  Software 

Quality  Solutions  Worldwide 

Hitachi  Software  Engineering  America,  Ltd 
1111  Bayhill  Drive,  Suite  395,  San  Brun< 
CA  94066.  (415)  615-9600.  HIT Soft  MTG. 
HITSoft,  BIZ  and  HITSoft  IT  are  trademark 
of  fiiUchi  Software  Engineering  Co,  Lio 
Windows  is  a  trademark  of  Microsoft  Cc 


Will  the  warranty  expire 
on  the  truck  ride  over? 


Pentium 

■  PROCESSOR 


Just  How  Worried  Are 
You  About  Choosing 
the  Right  Business  PC? 


Picking  a  PC  for  your  company  raises  a  lot 
of  questions.  Questions  that  we  can  answer. 
To  see  why  HP  PCs  make  good  business 
sense,  call  us  at  800  822-HPPO,  Ext.  1880; 
Or  visit  http://www.hp. com/go/vectra. 


*ln  Canada,  call  1-800-387-3867.  'Starting  U.S.  street  price  for  HP  Vectra  VE3.  Monitor  not  included  The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  ©1996  Hewlett-Packard  Company  PPG431 


Will  they  be  outdated 
before  the  check  clean's? 


Will  they  decide 
to  quit  right 
on  the  spot? 
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Is  there  a  service  center 
in  your  time  zone? 
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The  company  that  brought  us  Scotch  tape  and  Post-it  Notes  is  known 
for  innovative  products.  But  when  it  comes  to  engaging  in  electronic 
commerce,  the  manufacturing  giant  is  sticking  with  a  straightforward 
strategy:  Make  sure  each  initiative  supports  business  goals. 


3 M's  Maplewood,  Minn.,  headquarters,  a  road  sign  for  the 


of  Jim  Radford,  3  M's  webmaster  and  manager  of 
interactive  customer  communications.  Radford — who 
has  a  certificate  commemorating  the  company's 
"First  Internet  Order"  prominently  framed 
above  his  gargantuan  monitor — fires  up 
his  Web  browser  and  logs  into 
The  Innovation  Network, 
www.mmm.com. 

First  he  surfs 


Reader ROI 


THIS  ARTICLE  DETAILS  HOW  A 
single  company  is  meeting  the 
technical  and  practical  chal¬ 
lenges  of  implementing  an 
ever-expanding  EC  portfolio. 
The  reader  will  learn  how  3M  is 


Expanding  its  EDI  capabilities 
Creating  electronic  catalogs 
Using  one-to-one  marketing 
Exploring  Web-based  direct 
selling 

Enhancing  customer  service 
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Jim  Radford:  "Electronic  catalogs  are 
our  number-one  problem.  They're  not 
doing  what  we  want.  They  are  not  rich 
enough,  not  deep  enough,  not  fat 
enough." 


through  the  flamboyantly  graphical  3M 
Buf-Puf  Products:  The  Teen  Webzine  for 
Health  and  Beauty  (sample  articles: 
“Meet  the  Guys  Who  Eat  Buf-Puf 
Sponges”  and  “Quiz:  RU  a  Grrl,  Geek 
or  Groupie?”).  Then,  returning  to  the 
home  page,  he  clicks  into  a  buttoned- 
down  set  of  pages  describing  3M’s  new 
MP8030  Multimedia  Projector.  Beyond 
giving  Radford  a  quick  way  to  show  off 
3M’s  wildly  diverse  product  lines,  the 
company’s  Web  site  represents  just  one 
way  3M  is  delving  into  electronic  com¬ 
merce  (EC)  to  serve  its  equally  diverse 
customer  base. 

Although  3M’s  first  electronic  com¬ 
merce  ventures  sprang  from  the  manu¬ 
facturer’s  innovative  corporate  culture, 
nowadays  EC  initiatives  at  3M  are  delib¬ 
erate  and  strategic.  The  company  is 
pushing  three  key  initiatives  to  drive 
growth:  accelerate  new  product  devel¬ 
opment  and  commercialization,  encour¬ 
age  supply  chain  excellence  and  build 
customer  loyalty.  Recognizing  EC  tech¬ 
nology’s  potential  for  advancing  the  lat¬ 
ter  two  business  strategies,  Staff  Vice 
President  for  IT  David  Drew  and  his  IS 
staff  have  elevated  EC  to  a  top-three  pri¬ 
ority  on  the  IT  docket.  Today,  every 
major  EC  initiative  at  3M  is  linked  to 
streamlining  the  supply  chain  and/or 
winning  customers  by  simplifying  the 


buying  process.  “The  objective  isn’t  to 
introduce  electronic  commerce.  It’s  to 
improve  the  business,”  says  Pete  Jacobs, 
3M’s  manager  of  electronic  commerce. 

As  more  communications  technolo¬ 
gies  and  platforms  have  emerged  over 
the  past  few  years,  3M  has  gradually 
expanded  its  definition  of  electronic  com¬ 
merce  to  embrace  them.  The  company’s 
first  ventures  into  EC  were  strictly  busi- 
ness-to-business  EDI  transactions;  now 
the  portfolio  of  EC  initiatives  includes 


electronic  catalogs,  direct  sales  and  cus¬ 
tomer  service  via  the  Web  as  well  as  a 
fax-on-demand  service.  “We’re  expand¬ 
ing  from  a  focus  mainly  on  the  transac¬ 
tional  side. ..to  the  electronic  marketplace 
in  its  broader  sense,”  says  Jacobs. 

The  “transactional  side”  of  EC  es¬ 
sentially  means  electronic  data  in¬ 
terchange,  the  starting  point  for 
electronic  commerce  at  3M.  EDI  made 
its  way  into  3M  in  piecemeal  fashion 


•  A  history  of  4  • 

innovation 

3M's  emphasis  on  innovation  is  well  known.  Over  the  years,  the  company  has  grown 
from  essentially  a  zero-product  company  (it  was  founded  as  Minnesota  Mining  and 
Manufacturing  Co.  to  work  mines  that  quickly  tanked  out)  through  its  first  success 
(waterproof  sandpaper)  into  a  diverse  giant  with  more  than  60,000  products.  A  perpet¬ 
ual  corporate  goal  is  that  30  percent  of  3M's  revenues  be  generated  by  products  intro¬ 
duced  within  the  past  four  years.  However,  the  company  recognizes  that  great  ideas 
alone  do  not  a  great  corporation  make.  In  each  market  it  serves,  3M  aims  to  be  the  pre¬ 
ferred  supplier.  So  along  with  its  innovation  obsession,  3M  focuses  on  achieving  supply 
chain  excellence  and  building  customer  loyalty. 
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more  than  a  dozen  years  ago  as  a  means 
of  eliminating  paperwork,  reducing  la¬ 
bor  through  automation  of  reports  and 
speeding  purchase  order  processing. 
While  some  others  may  be  sounding  the 
death  knell  for  EDI  (see  “The  Once  And 
Future  EDI,”  Page  66),  it  is  still  very 


customers — and  sends  about  65  percent 
of  its  purchase  orders  to  suppliers — 
using  EDI.  In  addition  to  offering  all 
trading  partners  regular  automated 
reports,  3M  encourages  customers  to  log 
into  InfoMyWay,  its  Web-based  ad  hoc 
order  tracking  application,  at  any  time 


"Everyone  pooh-poohs  fax  as  an  ancient  technology,  but  it's 
still  the  most  common  choice  for  our  customers."  -Pete  Jacobs 


much  a  vital  part  of  3M’s  business:  The 
company  uses  it  to  exchange  informa¬ 
tion  with  more  than  2,000  U.S. -based 
trading  partners.  (Roughly  1,100  of 
these  are  suppliers  to  3M;  800  more  are 
business  customers  or  distributors.  The 
remainder  are  financial  institutions  and 
transportation  carriers.)  The  number  of 
partners  continues  to  grow,  and  transac¬ 
tion  volume  is  increasing  by  about  20 
percent  per  year. 

3M  uses  EDI  for  order  status  check¬ 
ing  as  well  as  to  conduct  electronic  fund 
transfers,  facilitate  vendor-managed 
inventory  and  send  advance  ship  notices. 
In  the  United  States,  the  company 
receives  more  than  30  percent  of 
its  purchase  orders  from 


to  pinpoint  when  shipments  from  3M 
will  reach  their  docks.  That  streamlines 
customers’  receiving  processes  and  in 
many  cases  allows  them  to  automate  the 
check-in  of  newly  arrived  inventory. 

3M  conducts  EDI  transactions  via  vir¬ 
tually  any  method  its  customers  request, 

David  Drew:  "Develop  the  capabilitv 
to  do  things.  You  don't  have  to 
be  right  about  everything." 
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FIND  ANYTHING, 
ANYWHERE  WITH 
ALTAVISTA™ 
SEARCH  PRIVATE 
EXTENSIONS. 

AltaVista  now  extends  its 
Web  leadership  with  Private 
extensions  for  your  PC,  your 
workgroup,  and  your  intranet. 
It's  part  of  OnSite  Computing: 
being  able  to  do  business  wher¬ 
ever  you  are.  And  it  means  the 
end  of  wasting  time  locating 
needed  information. 

See  the  entire  AltaVista 
OnSite  family  at  our  Web  site, 
where  you  can  download 
free  trial  software,  today. 
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7  BILLION  PEOPLE. 

11.7  MILLION  ARTISTS. 

203,376  LEFT-HANDED. 

119  WHO  PAINT  ON  THEIR  BACKS. 
12  DURING  THE  RENAISSANCE. 
1  NEAR  THE  SISTINE  CHAPEL.’ 


“GET  ME  MICHELANGELO. 


With  InPower,  select  human  resources  by  skills,  interests, 
competencies,  or  anything  else  you  deem  important. 


Have  you  ever  wondered  how  The  Ultimate  Human 
Resource  Manager  keeps  track?  A  combination  of 
omnipotence  and  KSAOCs!  Now  you  can  use  the 
second  to  simulate  the  first. 

KSAOCs  (knowledge,  skills,  abilities,  and  other  characteris¬ 
tics),  built  into  InPower,  match  the  right  person  with  the  right 
job  every  time. 

KSAOCs  are  an  encyclopedia  of  every  employee’s  skills, 
training,  ability  and  more  -  automatically  available  to  autho¬ 
rized  personnel.  When  a  specific  talent  is  required,  the  InPower 
encyclopedia  instantly  gives  you  almost  Divine  insight. 

InPower 


But  that’s  not  all.  InPower’s  graphical,  event-driven  interface 
makes  it  easy  for  HR  people  to  turn  HR  paperwork  over  to  the 
resources  themselves,  freeing  HR  to  mine  the  staff  for  hidden 
riches,  to  deploy  employees,  plan  training,  and  even  build  suc¬ 
cession  models.  It’s  all  standardized.  All  logical.  You  see,  InPower 
didn’t  just  re-compile  HR,  it  recreated  it  as  a  strategic  tool. 

Now  that  borders  on  omnipotent. 

If  you  have  at  least  5,000  employees,  InPower  can  help  you 
find  the  perfect  one  for  your  most  vexing  job  -  right  now. 

Don’t  believe  it?  Call  1-800-930-0165,  for  proof. 


Challenged  by  the  CHAOS 
surrounding  strategic  HRMS? 

Get  Smart.  Get  the  Lexicon  of  Strategic  HRMS. 
Call  1-800-930-0165  for  your  free  copy! 


Managing  the  realm  of  human  possibility 

Phone:1-800-930-0165  Fax:1-800-695-8262  Url:  www.inpower.com  Email:  info@inpower.com 

KSAOCs  is  a  trademark  of  InPower,  Inc.  and  InPower  is  a  registered  trademark  of  InPower,  Inc. 
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including  VANs  and  direct  connection 
and,  more  recently,  the  Internet.  The  com¬ 
pany  views  its  have-it-your-way  philoso¬ 
phy  as  a  means  to  build  customer  loyalty. 
Different  customers  and  suppliers  have 
varying  levels  of  technical  sophistication: 
While  some  receive  and  reuse  electronic 
EDI  data,  others  simply  want  a  hard-copy 
status  report  waiting  in  their  mailboxes 
each  morning.  In  fact,  the  unglamorous 
fax  remains  the  dominant  order-status 
report  medium.  3M  automatically  faxes 
reports  to  about  3,000  customer  loca¬ 
tions;  about  1,500  receive  online  updates. 


marketing  mix.  There  are  only  so  many 
spaces  on  a  grocery  shelf,  and  there’s 
tremendous  competition  for  those 
spaces.”  Reducing  its  customers’  inven¬ 
tory  and  paperwork  makes  3M  a  more 
attractive  candidate  for  that  shelf  space, 
Sullivan  says;  indeed,  he  looks  to  all  of 
3M’s  EC  efforts  as  the  primary  weapon 
for  improving  the  mechanics  of  the 
product  supply  chain.  “EC  is  the  most 
important  enabler  we  have  to  drive  pro¬ 
cess  improvement,”  he  says. 

EDI  spawned  the  beginning  of  EC  at 
3M,  but  it  is  by  no  means  the  end. 
Electronic  catalogs  have  emerged 
as  a  vital  EC  initiative  for  winning  cus¬ 
tomers.  Although  3M  doesn’t  offer  di¬ 
rect  electronic  sales  of  the  products — no 
transaction  capabilities  are  built  in — 
electronic  catalogs  do  provide  useful 
purchasing  information.  Radford  gives 
an  example:  “Say  a  guy  wants  tape  that 
adheres  to  metal  at  30  degrees  below 
zero  for  an  industrial  application.  Which 
kind  of  tape  is  it?”  Enabling  customers 
to  search  for  relevant  product  specs  on¬ 
line  can  make  it  much  easier  for  them  to 
find  the  right  answer  quickly.  It  also  frees 
3M’s  customer  support  personnel  from 
answering  basic  questions  so  that  they 
can  focus  on  activities  that  add  value. 

3M  provides  electronic  catalog  infor¬ 
mation  to  a  variety  of  distributors  and 


"As  more  companies  order  merchandise  over  the  Web,  order 
sizes  are  going  to  get  smaller.  There's  very  little  mention  of 
how  you're  going  to  fulfill  those  orders/'  -Pete  Jacobs 


“Everyone  pooh-poohs  fax  as  an  ancient 
technology,  but  it’s  still  the  most  common 
choice  for  our  customers,”  says  Jacobs. 
That  may  finally  change  if  the  Internet 
continues  to  build  momentum.  After 
extensive  pilot  work  with  some  of  its 
largest  trading  partners,  3M’s  first 
half-dozen  Net-based  automatic  EDI 
accounts  went  live  in  late  1996;  Jacobs 
says  he  expects  that  number  to  rise 
quickly. 

“EDI  helps  [us  become]  a  preferred 
supplier,”  says  Denny  Sullivan,  channel 
logistics  manager  for  grocery  and  com¬ 
mercial  products  in  3M’s  consumer  and 
office  markets  group.  “Today  it’s  a  really 
important  part  of  our  total  sales  and 

http://www.cio.com 


customers,  such  as  the  federal  govern¬ 
ment’s  General  Services  Administration, 
which  maintains  a  central  catalog  for  use 
by  its  various  departments.  The  com¬ 
pany  transmits  up-to-date  product  and 
price  information  for  the  GSA  catalog 
via  its  existing  EDI  communications 
pipeline.  However,  the  Web  is  rapidly 
emerging  as  a  key  platform  for  publish¬ 
ing  product  information,  in  part  because 
its  reach  extends  beyond  distributors  to 
consumers  and  business  customers 
themselves. 

Posting  product  information  might 
seem  a  simple  matter.  Not  so.  “Electronic 
catalogs  are  our  number-one  problem. 
They’re  not  doing  what  we  want.  They 
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Once  again,  we've  extended 
our  Web  leadership — with 
revolutionary  Web-based 
intranet  groupware.  Use  it  to 
dynamically  create  and  rein¬ 
vent  teams  of  your  company's 
people,  customers  and  suppli¬ 
ers.  Using  ordinary  browsers. 

It's  another  aspect  of  OnSite 
Computing:  being  able  to  do 
business  wherever  you  are. 
See  the  entire  AltaVista  family 
at  our  Web  site,  where  you  can 
download  free  trial  software. 
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Sun  designed  the  first  intrsnst 

back  when  people  thought 

intranet  was  a  typo. 


The  intranet.  Everyone’s  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you’re  talking  business-to-business,  or  business- 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra"’  servers  and  key 
industry  partnerships,  to  the  revolutionary  Java"''  technology,  and  Solstice1”  SunScreeri 1  and  Solstice  FireWalhl™ 
security  products.  So  don’t  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we’re  the 
intranet  experts— w’e  helped  invent  it.  To  learn  more,  contact  http://wwvw.sun.com  or  1-800-786-0785,  Ext.  370.  the  network  is  the  computer- 

OIW6  Sun  Microsystem*  Inc  All  rights  reserved  Sun.  Sun  Microsystems,  the  Sun  Logo.  Solstice.  Java.  Son  Screen,  Netra,  and  The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun  Microsystems.  Inc  in  the  United  States  and  other  countries  FireWallf  is  a  trademark  of  Checkpoint  Software  Technology*  Ltd.  used  inder  Kens*  by  SunSoft.  Inc 


PROFILE:  3  M 


Lessons  Learned 


EC  wisdom  from  the 


^  I  mont*1s  a9°'  Staff  Vice  President  for  IT  David  Drew's  conversations  about 

I W  electronic  commerce  focused  on  Internet  security  shortcomings.  Nowadays, 
3M's  sockets  are  relatively  secure  and  network  traffic  overload  is  the  conversation  dujour. 
EC  technology  runs  fast — even  by  the  computing  industry's  hyperactive  standards.  That 
leads  Drew  to  EC  Lesson  One:  Avoid  development  projects  that  require  long  gestation 
periods.  The  results  may  be  obsolete  before  they  ever  get  out  of  the  starting  gate. 

Lesson  Two  is  more  comforting:  There  is  room  for  error.  While  Drew  notes  that  infra¬ 
structure  decisions  should  be  based  on  standards  as  much  as  possible,  he  also  says 
individual  applications  are  generally  inexpensive  enough  to  allow  for  some  missteps. 
"Develop  the  capability  to  do  things.  You  don't  have  to  be  right  about  everything," 
he  says.  The  direct  Web  sales  of  3M's  Precise  Mousing  Surface,  for  example,  are  intended 
more  to  test  the  technology  and  find  out  about  buyer  behavior  than  to  establish  a  key 
distribution  channel. 

According  to  Pete  Jacobs,  3M's  manager  of  electronic  commerce.  Lesson  Three  is  to 
always  keep  the  focus  on  achieving  business  goals.  "We  try  to  be  a  fast  follower  on  the 
technology  side.  Where  we  want  to  be  leaders  is  on  the  business  side,"  he  says.  "It's 
not  that  the  technology  issues  aren't  difficult  or  consequential,  but  they  get  solved 
overtime."  -D.  Slater 


are  not  rich  enough,  not  deep  enough,  not 
fat  enough,”  says  Radford.  One  challenge 
with  electronic  catalogs  is  to  provide 
detailed  product  data  that’s  easy  to  sift 
through.  While  each  market  center  is 
responsible  for  building  its  own  Web 
pages,  those  pages  must  conform  to  com¬ 
panywide  navigation  and  corporate  iden¬ 
tity  standards.  Another  challenge  is  to 
keep  product  information  in  synch  on  the 
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multiple  electronic  versions.  To  solve  that 
problem,  3M  is  building  back-end  prod¬ 
uct  data  repositories  that  the  business 
units  will  fill  and  update;  the  EC  group 
will  then  draw  on  those  sources  to  pro¬ 
vide  catalog  data. 

Electronic  catalogs  are  well  worth  the 
effort  to  produce  because  they  offer  new 
marketing  opportunities  among  cus¬ 
tomers  who  buy  from  several  different 
3M  business  units.  For  example, 
hospitals  typically  need  surgi¬ 
cal  products  from  the  health¬ 
care  division  as  well  as  clean¬ 
ing  supplies  made  by  the 
„  consumer  goods  division. 

“Traditionally,  those  have 
been  two  very  different 
channels,”  says  Jacobs. 
By  creating  an  elec¬ 
tronic  catalog  that 
combines  products 
from  each  of  those 
two  market  centers, 
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USE  THE  PUBLIC 
INTERNET  IN 
TOTAL  PRIVACY 
WITH  ALTAVISTA™ 
TUNNEL. 

It's  the  boldest  extension 
yet  of  our  Web  leadership: 
software  that  lets  any  remote 
user  you  choose  establish  a 
private  link  to  your  network 
— and  conduct  business  from 
anywhere.  With  any  firewall. 
For  a  lot  less  money. 

For  secure  OnSite  Access 
wherever  you  are,  visit  our 
Web  site  for  a  starter  kit,  or 
download  a  free  trial  version. 
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3M  hopes  to  enable  one-stop  shopping 
that  will  earn  customers’  loyalty.  The  con¬ 
solidated  product  data  repositories  will 
allow  3M  to  build  a  variety  of  marketing 
catalogs  with  a  single  point  of  input  from 
the  market  centers. 

Some  of  3M’s  market  centers  are  fur¬ 
ther  along  the  EC  curve  than  others, 
depending  largely  on  the  industry  each 
serves.  A  market  center  usually  gets 
involved  “when  the  industry  [it  sells  to] 
begins  to  adopt  these  electronic  chan¬ 
nels.  We’re  serving  some  market  chan¬ 
nels  where  people  aren’t  even  thinking 
about  this  stuff,”  Jacobs  says.  In  indus¬ 
tries  that  are  somewhat  behind  techno¬ 
logically,  3M  applies  its  experience  and 
assumes  a  leadership  role  by  participat¬ 
ing  in  industry-specific  associations  and 
through  conversations  with  business 
customers.  However,  Drew  explains  that 
IS  has  not  tried  to  dictate  a  single  EC 
plan  or  pace  for  the  whole  company. 
“Instead  we  introduced  a  planning  func¬ 
tion  to  ensure  that  every  division  has  its 
own  plan,”  he  says.  The  central  EC 
department,  which  falls  under  Drew’s 
purview,  coordinates  those  plans  and 
helps  the  business  units  stay  in  step  with 
the  overall  corporate  direction  (see 
“How  EC  Evolved  at  3M,”  at  right). 

Extending  the  idea  of  customized  cata- 


Evolution  of  Theory 


It's 


no  surprise  that  electronic  com¬ 
merce  started  out  as  a  set  of  dis¬ 
jointed  EDI  efforts  with  individual  suppliers 
at  3M.  After  all,  the  corporate  culture  en¬ 
courages  sending  employees  off  in  different 
directions  to  innovate.  Over  time,  though, 
3M's  perspective  on  EC  has  morphed  consid¬ 
erably,  from  viewing  it  as  a  logistical  func¬ 


tion  to  considering  it  a  strategic  tool. 

"EC  has  evolved  from  a  process  that  a  few 
accounts  were  developing  to  a  strategic  ini¬ 
tiative  3M  has  embraced,"  says  Denny  Sulli¬ 
van,  channel  logistics  managerfor  grocery 
and  commercial  products  in  3M's  consumer 
and  office  markets  group.  As  the  number  of 
EDI  implementations  grew,  so  did  3M's 
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logs  to  increasingly  specific  target  mar¬ 
kets  leads  inevitably  to  one-to-one  mar¬ 
keting,  in  which  marketing  is  tailored  to 
each  consumer.  Indeed,  as  the  current  set 
of  business  challenges  are  gradually  met, 
Jacobs  expects  3M’s  EC  focus  to  move 
beyond  business-to-business  to  deal  more 
directly  with  consumers.  Already  3M  is 
piloting  several  such  efforts,  including 
one-to-one  marketing  based  on  customer 
data  gathered  online  and  direct  selling 
over  the  Internet,  mostly  through  chan¬ 
nel  partners  who  also  have  Web  sites. 


3M  is  exploring  one-to-one  market¬ 
ing  because  just  as  a  hospital  buys  both 
surgical  drapes  and  cleaning  supplies, 
explains  Drew,  you  might  “have  a  doc¬ 
tor  who  buys  medical  supplies,  and 
you  also  discover  that  he  has  a 
sailboat  and  is  interested  in  buy¬ 
ing  products  for  that.  Once  he  logs 
on,  instead  of  making  him 
wade  through  15,000  Web 
pages,  you  greet  him  with  a 
page  of  only  those  products 
he’s  interested  in.”  If  3M 
saves  customers’  time  by 
offering  product  informa¬ 
tion  targeted  to  their  spe¬ 
cific  wants  and  needs  at  the 
outset,  they  are  more  likely 
to  do  business  with  3M. 

One  obstacle  that  remains  before  3M 
can  roll  out  one-to-one  marketing  lies  in 
the  difficulty  of  collecting  the  customer 
data,  storing  and  analyzing  it,  and 
automating  output  of  targeted  Web  pages 
for  repeat  visitors  to  3M’s  Web  site. 
Ultimately,  3M  may  send  consumers  mul¬ 
timedia  e-mail  aimed  at  their  specific 
online  profiles  rather  than  wait  for  them 
to  surf  to  the  Web  site.  Such  proactive 
marketing  holds  promise,  although  3M, 
like  every  other  company,  still  needs  to 
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“figure  out  how  to  do  this  without  bug¬ 
ging  [the  consumer], ’’says  Jacobs. 

Direct  selling  to  consumers  over  the 
Web  necessitates  overcoming  a  different 
set  of  hurdles.  3M  is  experimenting  with 
offering  two  computer-related  products 
on  the  Web:  the  Precise  Mousing  Surface 
and  Post-it  Software  Notes.  The  early 
results  have  proved  surprising  in  some 
ways.  For  instance,  conventional  wisdom 
says  consumers  are  still  reticent  to  send 
a  credit  card  number  over  the  Web,  so 
3M,  like  many  other  Web  merchants, 
offers  an  800  number  as  an  alternative 
payment  method.  Yet  75  percent  or 
more  of  the  transactions  have  been  sub¬ 
mitted  over  the  Web  using  Netscape 
Communications  Corp.’s  Secure  Com¬ 
merce  Server.  That  seems  encouraging  for 
Web  sales,  though  Jacobs  speculates  that 
it  represents  an  unusually  technically 
savvy  customer  base.  In  other  words, 
Web-based  sales  of  reflective  traffic  vests 
might  not  produce  the  same  results  as 
have  those  computer-related  products. 
Web-based  sales  of  both  items  have  been 
brisk,  according  to  Jacobs,  though  the 
company  won’t  reveal  sales  numbers. 

Regardless,  3M  is  wary  of  several 
other  problems  with  Web-based  selling. 
One  is  simply  that  it  circumvents  many 
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organizational  support.  EC  became  a 
center  of  excellence  and  has  grown  into  a 
full-fledged  department  within  the  IS 
group.  According  to  David  Drew,  staff  vice 
president  for  IT,  the  company  has  been  con¬ 
sistently  adding  to  EC  resource  allocations 
for  about  five  years.  Approximately  50  em¬ 
ployees  work  in  the  EC  department,  headed 
by  Jacobs;  their  to-do  lists  include  EDI  im¬ 
plementations,  management  of  the  EDI 
gateway,  development  of  Internet  and  in¬ 
tranet  applications,  and  consulting  with 
the  business  units.  In  addition,  many  IS 
workers  outside  the  EC  department 
handle  technologies  vital  to  EC. 

The  individual  business  units  are  respon¬ 
sible  for  applying  EC  capabilities  smartly. 
"You  have  to  make  sure  you  have  common 
objectives  with  [trading  partners].  If  the  cus¬ 
tomer  isn't  really  ready  forthat,  we're  really 
just  adding  more  work  for  them,"  Drew 


of  3M’s  established  distribution  routes, 
which  carries  a  host  of  implications.  For 
one  thing,  distributor  relationships  are 
vital  to  3M  and  cannot  be  discarded 
casually.  In  addition,  direct  electronic 
sales  to  the  consumer  tend  to  mean  lower 
product  volumes.  3M  is  accustomed  to 
selling  products  by  the  crate  or  carton, 
not  in  ones  and  twos.  Shipping  in  small¬ 
er  quantities  is  more  expensive  and  cre¬ 
ates  more  overhead  for  3M.  “As  more 
companies  do  this,  order  sizes  are  going 
to  get  smaller,”  says  Jacobs.  “There’s 
very  little  mention  of  how  you’re  going 
to  fulfill  those  orders.”  Every  day,  3M’s 
Web  site  gets  hits  and  e-mail  from  an 
average  of  50  countries  ranging  from 
Canada  to  Kazakhstan.  Shipping  a  sin¬ 
gle  mouse  pad  to  the  former  Soviet 
Union  is  possible  but  may  eat  up  the 
potential  profit  from  the  sale. 

Jacobs  expects  solutions  to  emerge — 
though  not  from  within  3M.  Instead, 
distribution  experts — such  as  Federal 
Express  Corp.,  which  has  expressed 
interest  in  electronic  commerce — are 
more  likely  to  create  solutions  for  order 
fulfillment.  “You  hear  a  lot  of  talk  about 
disintermediation,  about  distributors 
going  away.  I  don’t  think  that’s  going  to 
happen,”  says  Jacobs.  “Instead  you’ll  see 


notes.  For 
example,  if  a 
customer  asks 
for  advance  notice  of 
when  products  will  ship 
but  can't  put  that  informa¬ 
tion  to  good  use,  providing 
such  data  isn't  worth  the  bother  to 
3M  or  the  customer. 

Meanwhile,  the  evolution  of  EC  from 
logistical  to  strategic  is  also  reflected  in  the 
makeup  of  the  committees  who  guide  the 
EC  group.  "We've  had  various  forms  of  EC 
steering  committees.  The  emphasis  has 
been  on  the  logistics  function  and  the  IT 
function;  the  next  version  will  have  much 
more  of  a  marketing  focus,"  says  Jacobs. 
3M's  definition  of  electronic  commerce  now 
"includes  a  strong  information  flow  compo¬ 
nent,"  he  says. 

-D.  Slater 


a  shift  in  responsibilities  in  the  channels. 
In  terms  of  fulfilling  small  orders,  you 
probably  aren’t  going  to  see  large  man¬ 
ufacturers  like  3M  doing  that.” 

While  fulfilling  orders  to  the  distant 
reaches  of  the  Internet  remains  tricky, 
the  Web  is  an  excellent  tool  for  provid¬ 


Denny  Sullivan:  "EC  is  the 
most  important  enabler  we  have 
to  drive  process  improvement." 

hours  or  less.  Jacobs  expects  to  shorten 
the  time  eventually,  though  the  company 
has  not  set  formal  targets. 

EC  presents  3M  no  shortage  of 
unsolved  challenges.  One  of  the  biggest 
is  simply  EC’s  constantly  shifting  direc¬ 
tion.  Even  the  man  at  whom  the  infor¬ 


Every  day,  3M's  Web  site  gets  hits  and  e-mail  from  an  average 
of  50  countries  ranging  from  Canada  to  Kazakhstan. 
Shipping  a  single  mouse  pad  to  the  former  Soviet  Union  is 
possible,  but  may  eat  up  the  potential  profit  from  the  sale. 


ing  customer  service  in  those  locales.  3M 
takes  customer  service  questions  via 
e-mail  through  the  Web  site;  the  mes¬ 
sages  are  dumped  into  a  single  Lotus 
Notes  database,  where  a  central  worker 
manually  forwards  them  to  the  appro¬ 
priate  business  unit.  But  Radford  says 
consumer  expectations  are  extremely 
high  for  Web-based  customer  service. 
“They  aren’t  impressed  if  it  takes  you  a 
day  to  get  back  to  them.  To  make  an 
impression,  you  have  to  get  back  to 
them  in  the  same  hour,”  he  says.  Right 
now,  3M  promises  turnaround  of  48 


mation  superhighway  road  sign  points 
acknowledges  that.  “There’s  no  crystal 
ball.  But  it’s  clear  that  the  electronic  mar¬ 
ketplace  is  going  to  replace  some  current 
ways  of  doing  business,”  says  Radford. 
Where  the  details  are  cloudy,  Radford 
keeps  the  focus  on  3M’s  business  rather 
than  on  the  uncertain  fate  of  any  partic¬ 
ular  EC  technology.  EI3 

Staff  Writer  Derek  Slater  can  be  reached 
at  dslater@cio.com.  For  more  informa¬ 
tion  on  EC  at3M,  visit  CIO ’s  Web  site  at 
www.cio.com/CIO/010197  3M.html. 
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INTERVIEW:  GEOFFREY  A.  MOORE 


The  winds  of  change  are  blowing  through  the  EC  industry,  but  no  one  can  predict 
the  outcome.  Geoffrey  Moore's  technology  adoption  framework  can  help  CIOs 
choose  technologies  that  will  still  be  standing  when  the  gale  dies  down. 


BY  CAROL  HILDEBRAND 


there's  one  thing  Geoffrey  Moore  likes,  it's  a  good  violent  metaphor.  His  first  book. 
Crossing  the  Chasm  (HarperCollins,  1991),  posited  that  to  achieve  market  success, 
technology  companies  must  find  some  way  of  leaping  over  the  chasm  that  lies 
between  early  market  success  with  technology-buying  visionaries  and  the  mainstream 
acceptance  of  more  pragmatic  companies.  (Just  think  of  the  obvious  inference — all 
those  unsuccessful  leapers  lying  bloodied  at  the  bottom  of  the  abyss.) 

With  his  new  offering.  Inside  the  Tornado  (Harper¬ 
Collins,  1 995),  Moore,  who  is  founder  and  president  of 
The  Chasm  Group,  a  consultancy  in  Palo  Alto,  Calif., 
ratchets  up  the  violence  factor  as  he  further  explores 
the  market  dynamics  behind  technology  marketing. 

The  tornado  refers  to  the  market  maelstrom  that  en¬ 
gulfs  a  company  after  it  crosses  the  chasm  and  hits 
the  mainstream  marketplace.  Suddenly,  the  once- 
fringe  player  is  struggling  to  adapt  to  the  demands 
of  the  masses  rather  than  those  of  its  former 
smaller,  more  technically  erudite  customer  base. 

And  as  if  he  hasn't  already  set  up  an  obstacle 
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^ofth"1 technology  adoption  life  cycle 


The  map  divides  up  the  landscape  into  six  zones,  which  are  characterized  as  follows: 


1.  THE  EARLY  MARKET:  a  time  of  great  excitement  when  customers 
are  technology  enthusiasts  and  visionaries  looking  to  be  first  to 
get  on  board  with  the  new  paradigm. 

2.  THE  CHASM:  a  time  of  great  despair,  when  the  early  market's 
interest  wanes  but  the  mainstream  market  is  still  not  comfortable 
with  the  immaturity  of  the  solutions  available. 

3.  THE  BOWLING  ALLEY:  a  period  of  niche-based  adoption  in 
advance  of  the  general  marketplace,  driven  by  compelling  cus¬ 
tomer  needs  and  the  willingness  of  vendors  to  craft  niche-specific 
whole  products. 

4.  THE  TORNADO:  a  period  of  mass-market  adoption,  when  the  gen¬ 
eral  marketplace  switches  over  to  the  new  infrastructure  paradigm. 

5.  MAIN  STREET:  a  period  of  aftermarket  development,  when  the 
base  infrastructure  has  been  deployed  and  the  goal  is  to  flesh  out 
its  potential. 

6.  END  OF  LIFE:  a  time  that  can  come  all  too  soon  in  high  tech 
because  of  the  semiconductor  engine  driving  price/performance  to 
unheard-of  levels,  enabling  wholly  new  paradigms  to  come  to  mar¬ 
ket  and  supplant  the  leaders  who  themselves  had  only  just  arrived. 


Main  Street 
The  Tornado 
The  Bowling  Alley 
The  Chasm 

Early  Market 


End  of  Life 
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course,  Moore  also  throws  in  bowling  alleys  (see 
glossary  and  chart,  above)  and  gorillas.  CIOs  who 
want  to  latch  onto  technology  that  will  be  around 
for  the  duration  can  use  Moore’s  theory  to  analyze 
the  gyrations  of  a  particular  market  segment — elec¬ 
tronic  commerce  (EC),  for  example. 

There  is,  of  course,  no  guarantee  that  a  company 
will  successfully  traverse  that  obstacle  course,  no 
matter  how  slavishly  it  sticks  to  Moore’s  road  map. 
There  are  too  many  rogue  factors — from  marketing 
gaffes  to  a  buying  public  that’s  not  ready  for  a  cer¬ 
tain  technology — that  further  complicate  this  already 
tortured  process.  But  Moore’s  technology  adoption 
life  cycle  does  provide  an  interesting  framework  over 
which  to  stretch  a  present-day  market  in  order  to  try 
to  divine  future  states  from  present  status.  Senior 
Writer  Carol  Hildebrand  recently  spoke  with  Moore 
about  the  electronic  commerce  market. 

CIO:  So  where  is  the  EC  market  in  this  life  cycle?  Is  it 
leaping,  "tornado-ing"  or  what? 

Moore:  Actually,  the  term  “electronic  commerce” 
needs  to  be  defined  a  little  further  because  different 
parts  of  it  are  in  different  stages.  I  divide  EC  into  two 
segments — EDI  and  the  Internet — because  the  two 
are  at  different  points  in  the  technology  life  cycle. 

What's  where? 

Let’s  divide  the  life  cycle  into  thirds.  The  first  third, 


where  new,  exciting  technology  is  bought  by  early 
adopters,  is  dominated  by  professional  services 
(for  example,  SAP  customers  paying  $4  in  pro¬ 
fessional  services  for  every  dollar  of  software) 
because  paradigms  are  still  unsettled  and  it  takes 
a  lot  of  technical  expertise,  project  management 
and  business  process  reengineering  to  be  success¬ 
ful.  The  middle  third  of  the  life  cycle,  where  a 
technology  is  “tornado-ing”  into  mainstream 
acceptance  by  pragmatists  (like  many  CIOs),  is 
dominated  by  products  rather  than  service.  That’s 
because  to  meet  tornado  demand,  vendors  strive 
for  “replicable”  standard  configurations,  and  ser¬ 
vices  simply  cannot  scale  fast  enough  with  enough 
reliability  to  meet  demand. 

The  final  third  is  dominated  by  transaction  ser¬ 
vices,  where  systems  are  outsourced  to  an  infra¬ 
structure  provider  and  then  “repurchased”  on  a 
transaction  basis — phone  calls,  airline  tickets,  all 
the  way  to  EDS-style  facilities  management. 

Where  does  that  leave  EDI  and  the  Internet? 

First,  EDI.  According  to  the  structure  I  just  outlined, 
it’s  clear  that  electronic  commerce  wants  to  be  a 
transaction  services  business.  That’s  the  game  peo¬ 
ple  want  to  play.  Now — and  this  is  key — transaction 
services  markets  want  and  need  a  mature  under¬ 
lying  infrastructure  to  perform.  Think  of  the  phone 
system  or  the  highway  system  and  you’ll  see  what  I 
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"The  consumer 
demographics 
oftheWebare 
still  geeky. 
So  unless  you 
sell  goods  for 
geeks,  you're 
probably  OK 
being  a  little 
behind  the 
curve." 


mean.  Proprietary  EDI,  in  which 
companies  build  their  own  business- 
to-business  online  payment  and 
disbursement  systems,  has  mature 
technology,  but  it’s  too  expensive 
to  generalize  into  the  mainstream. 

It’s  what  we  call  “bowling  alley  for¬ 
ever,”  like  what’s  happening  to 
videoconferencing  systems.  [The 
term  “bowling  alley”  refers  to  a  peri¬ 
od  of  niche-based  adoption  just  be¬ 
fore  the  main  marketplace  tornado.] 

And  what  about  electronic 
commerce  on  the  Internet? 

The  Internet  does  not  yet  have  a 
mature  underlying  technology  for 
electronic  commerce,  so  EC  on  the 
Net  hasn’t  even  crossed  the  chasm 
yet.  But  I  also  think  that  many  EC 
vendors  are  going  to  make  a  mis¬ 
take  with  electronic  commerce  on  the  Net. 

How  so? 

First,  you  have  to  think  about  the  difference  in  mar¬ 
kets.  EDI  today  mostly  serves  proprietary  supply 


chain  relationships,  while  the  Internet  EC  guys  are 
trying  either  to  go  directly  to  “open”  EDI  on  the  Web, 
like  Industry.Net,  or  go  to  consumers  on  the  Web. 

Since  Web  electronic  commerce  has  not  even 
crossed  the  chasm,  a  vendor  should  set  up  niche- 
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specific  franchises,  which  I  think  will 
be  sustainable.  If  Industry.Net  and 
others  are  doing  authentic  niche 
plays,  then  maybe  nobody  fails. 
However,  my  experience  is  that 
few  companies  in  early  markets 
actually  execute  a  niche  strategy. 
Instead,  they  try  to  skip  over  the  niche 
market  development  phase  of  the 
technology  adoption  life  cycle  and  go 
straight  into  the  mass  market  phase 
because  that’s  where  you  can  become 
* d  t^ie  <4§or'^a’”  or  t^ie  dominant  vendor. 

j  believe  they’re  going  to  fail  because 
the  market  is  too  aware  of  the  value  of  that 
end-game  position,  and  the  market  will  not 
allow  any  one  vendor  to  get  it.  But  vendors 
will  still  try  this  sort  of  preemptive  market- 
share  grab,  even  though  it  won’t  work.  Here, 
though,  they’re  going  to  lose  money  doing  the 
grab,  but  they’re  not  going  to  earn  the  prize  at 
the  end.  Because  no  matter  how  hard  they  try  to  win, 
too  many  other  vendors  will  stay  in  the  game. 

What  are  the  implications  for  CIOs? 

The  key  issue  for  a  CIO,  of  course,  is  to  not  build  an 
infrastructure  where  there  is  not  a  longtime  franchise 
to  sustain  it.  In  the  short  term,  this  means  building 

internal  EDI  projects  rather 
than  outsourcing  them  to  a 
service  provider.  Only  after 
the  market  shakes  out  will 
it  be  safe  to  outsource. 
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"The  notion  that  you're  any 
less  secure  on  the  Internet 
than  over  a  phone  is 
baloney.  The  real  issue  is 
that  people  are  trying  to 
find  things  to  throw  in  the 
way  of  having  to  adopt  this 
change  immediately." 


If  Internet  EC  hasn't  even 
crossed  the  chasm  yet,  what 
will  it  take  to  get  mainstream 
acceptance? 

On  the  retail  side,  the  issue 
is  access  to  consumers.  And 
right  now  it’s  not  quite  so 
urgent,  because  the  con¬ 
sumer  demographics  of  the 
Web  are  still  pretty  geeky. 
So  unless  you  sell  goods  for 
geeks,  you’re  probably  OK  being  a  little  behind  the 
curve.  The  problem  is  that  when  consumer  EC  does 
blow  open,  it’s  going  to  go  like  mad,  and  the  last 
thing  any  company  planning  to  engage  in  EC  wants 
to  do  is  be  a  year  late  to  it,  when  the  competition’s 
already  in. 

What  will  drive  the  consumer  stuff  will  be  air¬ 
line,  hotel  and  car  reservations,  and  then  car  pur¬ 
chasing,  and  then  real  estate  browsing.  Those  are 
some  fundamental  personal  transactions  for  which 
people  are  getting  on  the  Web  a  lot  more  than  you 
would  expect.  It’s  going  to  go  beyond  geeks  very 
fast  because  they  are  already  spending  a  lot  of 
money  in  these  areas. 


On  the  nonconsumer  side,  what  will  happen  to  EDI  on 
the  Web?  And  what  will  it  do  to  proprietary  EDI? 

Proprietary  EDI  is  not  going  to  go  away,  because 
there  are  industries  heavily  invested  in  it — niches 
of  customers  who  were  not  served  by  the  status  quo 
and  could  not  wait  for  a  more  mature  solution.  For 
example,  the  automobile  industry  is  a  big  propo¬ 
nent  of  proprietary  EDI  systems,  as  is  the  retail 
industry.  Companies  really  paid  a  price  for  their 
systems,  and  as  a  result  market  expansion  is  limited 
to  the  companies  in  enough  “process  pain”  for  it 
to  be  worth  the  financial  outlay.  I  don’t  think  cus¬ 
tomers  necessarily  got  a  bad  deal  with  proprietary 
EDI.  I  just  don’t  think  they  got  as  good  a  deal  as 
open  EDI.  If  a  company’s  existing  EDI  systems 
work  today  with  their  most  intimate  customers,  I 
would  not  expect  them  to  change  them.  I  would 
instead  expect  them  to  move  out  to  the  next  level 
of  intimacy  until  they  find  their  first  good  Web 
opportunity  and  focus  future  EDI  efforts  there. 

And  what  about  EDI  on  the  Web? 

Open  supply  chain  EDI  vendors  will  be  cheaper, 
but  they’ll  still  be  able  to  get  a  healthy  profit  mar¬ 
gin  out  of  their  customers — if  they  offer  an  indus¬ 
trial-strength  infrastructure.  Because,  for  example, 
you  need  to  be  able  to  prove  accountability,  certi¬ 
fication,  authentication  and  the  like — as  in,  “You 
did  too  order  that.  I  have  your  purchase  order.”  So 
what  you  will  start  seeing  are  architectures  in  which 
there’s  an  independent  transaction  brokering  server 
between  the  customer  and  the  vendor  that  is  actu¬ 
ally  maintained  by  a  third  party. 

All  of  that  will  take  the  existing  EDI  market  into 
the  open  systems  infrastructure,  and  it  will  be 
cheaper.  Open  EDI  is  going  to  be  a  really,  really  nice 
thing  for  business.  And  it’s  going  to  come.  It’s  not 
going  to  come  in  a  big  rush  next  year.  But  it  will 
come  in  a  gradual,  comfortable  way.  It  will  grow 
outward  naturally. 

What  about  all  the  failed  open  EDI  vendors  you 
mentioned? 

They  are  the  ones  that  will  try  to  overaccelerate  this 
process,  getting  ahead  of  the  curve,  putting  in  place 
an  infrastructure  at  too  great  an  expense  too 
quickly  and  thus  getting  into  a  cash-flow  crunch  that 
will  make  them  prey  to  surer-footed  competition. 

What  does  all  this  portend  from  a  CIO's  point  of  view? 

I  think  CIOs  will  get  better  values  each  year.  The 
key  is  to  commit  to  the  correct  level  of  electronic 
commerce  every  year  and  not  push  beyond  the  en¬ 
velope  that  current  infrastructure  and  practitioners 
can  support. 

I  would  suggest  that  CIOs  not  invest  in  propri¬ 
etary  EDI  if  they  haven’t  already  done  so.  Instead, 
they  can  build  a  kind  of  concentric  circle  model  of 
customer  relationships  and  supplier  relationships 
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from  most  intimate  at  the  center  to  least  intimate 
at  the  periphery.  Then,  starting  with  the  most  inti¬ 
mate  relationships,  they  should  try  an  in-house, 
cooperative,  point-to-point  EDI  project  over  this 
open  systems  infrastructure.  And  test  it,  obviously, 
with  something  that  isn’t  mission  critical.  But  then 
migrate  it  in  toward  mission-critical  supply  chain 
transactions. 

CIOs  have  to  get  into  this  game  now  because 
there’s  too  much  business  leverage  at  stake.  EDI 
really  does  whack  a  hunk  off  time-to-market  prob¬ 
lems  and  administrative  costs. 

It’s  important  to  note  that  this  is  “open  EDI”  in 
the  sense  of  using  the  Internet,  but  it  is  not  yet  an  out¬ 
sourced  service.  Until  the  industry  as  a  whole  shakes 
out,  in-house  projects  will  be  the  safer  way  to  go.  Of 
course,  it  would  be  great  if  those  projects  were  com¬ 
patible  with  the  future  standards,  but  the  likelihood 
is  that  they  won’t.  And  yes,  they  will  have  to  be 
reengineered  to  go  into  some  future,  standard,  out¬ 
sourced  EDI.  But  to  wait  now  would  be  a  mistake. 

One  final  question — What  about  security? 

People  are  going  to  be  desensitized  to  that  issue  very 
quickly.  The  notion  that  you’re  any  less  secure  on 
the  Internet  than  over  a  phone  is  baloney.  Even  on 
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the  commercial  side,  where 
it  is  a  very  serious  issue,  if  you  look  at  the 
security  issues  and  the  people  working  on  them, 
this  is  not  a  difficult  problem.  The  real  issue  is  that 
people  are  trying  to  find  things  to  throw  in  the  way 
of  having  to  adopt  this  change  immediately. 
Fundamentally,  the  strongest  slowing  effect  by  far 
is  just  the  fact  that  people  don’t  like  to  change.  And 
so  they  use  any  reason  they  can  find  to  study  that 
change  some  more.  Now  we’re  just  waiting  for  the 
pain  of  broken  processes  to  overcome  people’s 
uncertainty  and  doubt.  HH 
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All  trademarks  and  trade  names  are  acknowledged  as  the  property  of  their  respective  owners. 


On-line  methodology  paths,  references, 
shared  deliverables,  examples,  templates 

YES 

PARTIAL 

To-do  lists  spanning  multiple  projects, 
tasks,  problems,  issues  &  change  requests 

YES 

NO 

True  Client/Server  RDBMS’s  with 
multi  user  access/update 

YES 

NO 

Works  with  or  without  E-mail 

YES 

NO 
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Secure, open  connections  that  extend  the  reach  of  your  business. 


Your  users  are  located  everywhere.  Just  like  your  information. 
Connecting  both  in  a  totally  open,  yet  secure,  managed 
environment  is  what  our  networking  strategy  is  all  about.  We  call 
it  the  Virtual  IP  Network  -  the  FTP  Software  family  of  products 
that  provide  IS  managers  with  new  levels  of  security,  manageability, 
customization,  and  connectivity  based  on  user  profiles  instead  of 
IP  addresses.  So  users  get  the  information  they  need,  and  you  get 
the  control  you  demand.  Imagine  the  productivity  potential.  The 
cornerstones  are  ready  now  -  OnNet®32  and  Internet  Gateway 
for  NetWare  -  with  more  to  come.  Curious  about  Virtual  IP 
Networks?  Call  us  for  your  Virtual  IP  Network  infonnation 
packet  or  visit  our  Web  site. 

1-800-282-4FTP,  ext.  5308  •  httpV7www.ftp.com/vip/a2 10 

FTP  Software,  the  FTP  Software  logo,  and  OnNet  are  registered  trademarks  of  FTP  Software,  Inc. 


Introducing  The  Virtual  IP  Network,  only  from  FTP  Software. 


smart.secure.open.connections 

Because  the  onh  eonneetions  that  matter  areYOFRS. 
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OF  THE  CURVE 

Edited  by  Elaine  M.  Cummings 


EC  Payment  Schemes 


AS  THE  PIONEERS  OF  THE  online  era 
move  with  all  the  finesse  and  strategic 
planning  of  stampeding  buffalo  into  the 
uncharted  territory  of  electronic  com¬ 
merce  (EC),  the  one  concern  they  share 
is  how  to  pass  the  buck.  Literally.  The  PR 
newswires  and  trade  press  are  flooded  with 
announcements  of  new  initiatives,  new  consor¬ 
tia  and  ringing  new  pronouncements  about  the 
changing  business  landscape. 

Credit  cards  (Visa  or  MasterCard)  or  charge 
cards  (American  Express)  have  aided  in  grow¬ 
ing  retail  spending  since  the  late  ’40s.  The 
Internet  supported  an  estimated  $520  million  in 
commerce  last  year,  and  it’s  expected  to  be  at  nearly  $6.5 
billion  by  the  year  2000,  according  to  Forrester  Research 
Inc.  in  Cambridge,  Mass.  Meanwhile,  the  boom  in  elec¬ 
tronic  data  interchange  (EDI)  has  leveled  off  some,  but 
even  it  continues  to  grow  by  about  30  percent  a  year,  says 
Linda  Garvelink,  senior  director  of  marketing  for  the 
National  Automated  Clearing  House  Association  in 
Herndon,  Va. 

Despite  rosy  predictions  for  the  future  of  electronic 
commerce,  today’s  reality  is  a  little  less  pink.  Choosing 
the  right  model  for  your  business  makes  diving  into  EC 


EC  Partnerships 

Scopus  Technology's 
QualityTeam 

Fujitsu's  Stylistic  1000  RF 

SmartPatent's  Workbench 


a  challenging  venture  for  any  com¬ 
pany.  So-called  “electronic  payment 
systems”  can  include  large-scale 
bank-to-bank  electronic  funds  trans¬ 
fers  or  the  familiar  ATM  transaction. 

The  rapid  growth  of  online  shop¬ 
ping  and  such  offerings  as  movies-on- 
demand,  interactive  ads  and  home 
banking  are  spawning  new  models 
for  currency  exchange.  Today’s  elec¬ 
tronic  payment  schemes — either 


Commerce  may  be  moving 
across  networks  into  the  next 
millennium ,  but  payment 
methods  are  still  lagging  behind 


token-based  electronic  cash  or 

checks,  smart  cards  or  encrypted  credit  cards — are  pro¬ 
liferating  faster  than  department  store  Santas  at  Christmas. 

One  model  for  those  kinds  of  payments  comes  from 
the  credit  cards  consumers  use  to  make  purchases  by  mail 
and  telephone.  Not  surprising,  credit  card  companies 
expect  to  play  a  major  role  in  the  future  of  online  pay¬ 
ments  as  well.  “I  think  the  MasterCard  and  Visa  models 
will  probably  work  pretty  well  in  general,”  says  David 
Weisman,  director  of  money  and  technology  strategies 
at  Forrester  Research.  “Credit  cards  are  protected  by  reg¬ 
ulations,  and  consumers  are  used  to  using  them  over  the 
phone  and  by  mail.  There  are  a  lot  of  incentives  to  use 
credit  cards  over  the  Internet.” 

But  there  is  also  one  big  disincentive:  security — or, 
more  accurately,  insecurity.  Despite  a  fairly  good  track 
record  in  that  area,  the  Internet  is  still  perceived  as  being 
too  insecure  for  credit  card  purchases.  One  of  the  major 
sources  of  loss  for  credit  card  companies  is  merchant 
fraud,  where  a  merchant  obtains  credit  card  numbers  in 
legitimate  transactions  and  uses  them  to  make  charges  to 
customers’  accounts. 
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On  the  one  hand,  you  need  cable. 
On  the  other  hand,  it  better  be 


reliable. 


Need  a  hand? 


Nathaniel  Stathum  and 
the  team  at  Bell  Labs 
are  ready  to  lend  a  hand 


Lucent  Technologic* 


SYSTIMAX®  Structured  Cabling  Systems  are  one  of  the  most  proven  premises 
network  backbones  in  the  world.  Our  fiber  optic,  copper,  and  wireless  solutions 
exceed  industry  (TIA/EIA)  standards.  Real  world  testing,  with  real  applications, 
helps  prevent  costly  down  time.  Bell  Labs  innovations.  Global  installation  and 
support.  Unsurpassed  15-year  Warranty.  When  would  you  like  us  to  start? 
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The  Beginning  of  a 
Beautiful  Friendship 

IBM  joins  major  banks  in  developing 
electronic  commerce  projects 


Where  does  A  600-pound 
gorilla  sit?  Anywhere  it 
wants  to,  especially  if  it  hap¬ 
pens  to  go  by  the  name  of  IBM  Corp. 

In  October  1996,  IBM  and  15 
major  banks  announced  a  partner¬ 
ship  to  form  Integrion  Financial 
Network,  a  for-profit  endeavor  to 
develop  electronic  banking  systems 
and  software  for  electronic  com¬ 
merce  through  the  banks.  Owned 
and  operated  jointly  by  IBM  and 
the  banks,  Integrion  plans  to  de¬ 
velop  open  standards  for  banking 
tasks,  such  as  transferring  funds, 
and  make  application  programming 
interfaces  (APIs)  available  to  soft- 


electronic  payment  plans  being 
developed  today  either  don’t  involve 
banks  or  reduce  them  to  bit  players. 
The  banks  must  develop  bank-cen¬ 
tered  electronic  commerce  for  retail 
customers  or  risk  losing  them. 

The  Integrion  member  banks 
include  BankAmerica  Corp.,  Banc 
One  Corp.,  First  Bank  Systems  and 
NationsBank  Corp.,  and  serve  half 
the  retail  banking  population  in 
North  America.  By  banding  togeth¬ 
er,  the  banks  share  costs  and  gain 
market  presence.  By  teaming  with 
IBM,  they  get  a  Big  Blue  gorilla  in 
their  corner. 

-Rick  Cook 


MasterCard  and  Visa  are  pushing  the 
Secure  Electronic  Transaction  (SET)  pro¬ 
tocol  for  credit  card  transactions  over 
the  Net.  SET  enabl  es  the  secure 
exchange  of  information — from  con¬ 
sumer  to  merchant  to  bank 
and  back  again  so  that  con¬ 
sumers  can  charge  items  to  a 
credit  card  without  showing 
anyone  the  number.  Under 
such  payment  schemes,  mer¬ 
chant  fraud  is  virtually 
impossible.  The  information 
arrives  at  the  merchant  site 
encrypted — the  number  hid¬ 
den  from  unscrupulous  mer¬ 
chants  or  employees — and  it 
isn’t  decrypted  until  it  reaches 
the  credit  card  company  or 
its  agent.  The  credit  card 
company  then  issues  the 
authorization,  and  the  pur¬ 
chase  proceeds. 

“The  first  phase  is  for  mer¬ 
chants  to  use  SET  when  they 
get  credit  card  authoriza¬ 
tions  by  phone,”  says  Torrey  Byles, 
industry  analyst  at  Giga  Information 
Group,  a  Cambridge,  Mass.,  consulting 
firm.  “That’s  a  link  between  the  Web  site, 
which  is  the  storefront,  and  the  acquir¬ 
ing  bank.”  The  second  phase  is  for  SET 
to  enable  customer  communication  with 
the  merchant,  actually  sending  the 
credit  card  information.  “That’s  prob¬ 
ably  not  going  to  happen  until  the  begin¬ 
ning  of  next  year,”  says  Byles. 

Nevertheless,  if  companies  expect 
consumers  to  embrace  online  commerce 
as  they  did  the  local  ATM,  they  will  have 
to  find  solutions  that  render  electronic 
payments  as  secure  and  convenient  as 
any  other  means  of  payment.  Companies 
expecting  to  conduct  banking  and  other 
financial  transactions  over  the  Net  will 
need  to  focus  on  confidentiality  and  data 
integrity  so  that  customers  and  busi¬ 
nesses  alike  can  be  assured  that  the  data 
remains  private  and  unmodified  during 
transport. 

Pretty  Good  Security 

The  fundamental  problem  with  Internet 
security  is  that  TCP/IP,  the  standard 
Internet  communications  protocol,  was 
not  designed  with  security  in  mind. 


TCP/IP  calls  for  the  individual  packets 
that  make  up  each  Internet  message  to 
be  partially  read  by  the  many  interme¬ 
diate  nodes  between  the  sender  and  the 
receiver.  A  system  designed  with  many 
intermediate  nodes  is  vulnerable  to  a 
security  breach;  as  with  any  secret,  the 
more  people  who  know  it,  the  less  secure 
it  is.  But  it’s  easy  to  encrypt  an  Internet 
message,  scrambling  the  information 
into  a  form  unreadable  by  anyone 


ware  companies  for  paying  bills 
securely.  In  announcing  the  new 
company,  IBM  Chairman  and  CEO 
Lou  Gerstner  promised  that  the 
APIs  will  be  available  free  to  soft¬ 
ware  vendors. 

“The  partnership  will  enable 
banks  to  play  a  central  role  in  deter¬ 
mining  the  manner  and  format  in 


EC  PARTNERSHIPS 


which  these  [electronic  commerce] 
services  are  offered  [to  the  banks’ 
customers],”  says  one  company 
partner. 

That’s  important  for  IBM,  which 
is  building  a  strategy  around  the 
Internet.  But  it  is  even  more  impor¬ 
tant  for  the  banks.  Many  of  the 


except  those  with  an  encryption  key. 
Some  of  the  methods,  such  as  PGP,  an 
RSA-based  de  facto  standard  for  e-mail 
encryption  that  stands  for  Pretty  Good 
Privacy,  are  virtually  immune  from 
eavesdropping.  Secret-key  encryption, 
implemented  with  the  DES  standard, 
uses  a  shared  key  for  encryption  by  the 
buyer  and  for  decryption  by  the  seller. 
Because  it  relies  on  sharing,  it  does  not 
scale  securely  and  is  unacceptable  for 
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Meeting 

MAKER’ 


Client/Server, 
Cross-Platform 
Group  Scheduling 
for  Mission-Critical 
Environments 


Ti  me. 

People. 

To  manage  time  and  people  efficiently,  m  fit  the  demands  of  your  growing  organization. 

you  need  an  enterprise  group  scheduling  Whether  you  have  Windows,  WinNT,  Win95, 
solution  that  provides  reliability  and  scalability.  PowerMac,  Macintosh,  OS/2,  UNIX  or  DOS, 
You  need  Meeting  Maker.  ■  Meeting  Maker's  Meeting  Maker  will  work  with  all  of  them, 
client/server  architecture  is  designed  to  work  in  ■  Help  your  people  manage  their  time  better 
mission  critical  environments  and  will  scale  to  with  Meeting  Maker. 


Call  (800)  754-5260 

for  your  free  "Strategic  Perspectives  on  Group  Scheduling"  Study 

www.on.com/mmxp/mmlhome.html 
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most  forms  of  electronic  commerce.  Public-key,  or  double¬ 
blind,  encryption  uses  first  an  RSA-based  private  key  to 
encrypt  data  transmitted  by  the  buyer  and  then  a  public  key 
to  decrypt  information  received  by  the  seller. 

Buyers  and  sellers  can  use  double-blind  encryption  to  cre¬ 
ate  “digital  signatures,”  the  equivalent  of  handwritten  signa¬ 
tures  that  provide  a  similar  function  of  identifying  a  user.  In 
creating  a  digital  signature,  public-key  cryptography  systems, 
such  as  PGP,  generate  messages  that  automatically  identify  the 
users  and  ensure  nonrepudiation,  guaranteeing  that  any  per¬ 
son  who  signs  cannot  renege  on  the  deal. 

The  thorniest  aspect  of  creating  an  effective  public-key  sys¬ 
tem  is  assuring  the  authenticity  of  the  parties  involved.  One 
solution  is  finding  a  trusted  third  party  to  authenticate  and 
certify  electronic  identities  of  companies  and  individuals. 
Seeing  a  lucrative  opportunity,  not  a  few  organizations — 
among  them  IBM  Corp.  and  the  U.S.  Postal  Service — have 
offered  themselves  as  trusted  third  parties. 

IBM  has  also  devised  Cryptolope  containers  based 
on  a  security-rich  packaging  technology  that 
addresses  the  problems  of  how  to  transport  elec¬ 
tronic  commodities  such  as  music,  film,  art  or  soft¬ 
ware  securely  over  networks  and  to  how  to  pay  for 
their  use.  Each  container  holds  an  encrypted  version  of 
a  text  document  and  an  attachment  to  the  file  that 
describes  its  contents  and  spells  out  the  terms  and  the  price 
for  accessing  those  contents.  If  the  user  agrees  to  the  terms 
and  price,  he  or  she  can  register  online,  receive  a  key  and  open 
the  Cryptolope  container.  IBM’s  billing  system  will  automat¬ 
ically  bill  and  take  payment  from  the  user  and  remit  payment 
to  the  contents’  owners. 

Micropayment  Mechanisms 

In  addition  to  encrypted  credit  cards,  which  are  suitable  for 
large-scale  transactions,  online  sellers  must  also  consider  new 
electronic  mechanisms  that  can  function  as  digital  cash  for 
transactions  that  are  too  small  to  be  handled  efficiently  by 
credit  cards.  These  token-based  versions  of  electronic  cash,  or 
e-cash,  can  be  in  the  form  of  debit  cards  or  electronic  checks 
and  must  also  be  secure,  low  cost  and  acceptable  worldwide. 
They  can  be  backed  by  cash  or  bank-authorized  credit,  are 
exchangeable  for  cash,  goods,  services  or  deposits,  and  are 
stored  or  retrieved  remotely  from  home,  the  office  or  while 
traveling.  The  consumer  establishes  an  account  at  a  partici¬ 
pating  bank  and  supplies  that  account  with  enough  money  to 
back  his  or  her  purchases.  After  making  a  purchase  at  any  shop 
accepting  e-cash,  the  consumer’s  PC  stores  the  remainder.  The 
merchant  can  check  the  veracity  of  the  digital  signature  by 
using  the  bank’s  public  key,  deposit  the  e-cash  in  his  or  her 
machine  and  then  later  deposit  it  in  the  bank. 

Electronic  checks  work  in  much  the  same  way  as  conven¬ 
tional  checks,  bearing  the  electronic  equivalent  of  a  signature 
and  requiring  the  endorsement  of  the  payee  before  cashing. 
Conventional  cryptography  makes  e-cash  well-suited  for  pay¬ 
ments  too  small  to  be  handled  by  credit  cards.  Although  most 
are  still  in  the  design  phase,  several  systems  are  being  devel- 


There  is  no  "I"  in  "team,"  the  saying  goes,  but  Sco¬ 
pus  Technology  Inc.  aims  to  put  IT  in  teamwork.  Qual- 
ityTeam,  an  enterprisewide  product  life-cycle  man¬ 
agement  application  developed  by  Scopus,  allows  users  to 

manage  the  product  development  process  by  amass¬ 
ing  in  one  place  data  from  such  diverse  busi¬ 
ness  areas  as  quality  assurance,  sales  and 
marketing,  engineering  and  customer  sup¬ 
port.  Designed  for  distributed, 

client/server  environments,  Quali- 
tyTeam  tracks  that  data  so  that 
users  can  pinpoint  flaws  in  the 
production  process  and  improve 
their  time  to  market  by  correcting 
those  glitches.  Also,  by  documenting 
the  development  procedures  required 
to  meet  ISO  9000  standards,  Quali- 
tyTeam  can  help  reduce  the  time 
needed  to  file  for  certification. 

The  key  data  measured  by  QualityTeam 
are  deliverables,  defects,  change  requests,  change 
proposals  and  trend  analyses.  From  that  data,  users  can  moni¬ 
tor  product  development,  document  when  production  mile¬ 
stones  are  reached  and  improve  success  at  predicting  product 
quality  and  release  dates.  The  application  also  improves  inter¬ 
departmental  communication,  and  it  integrates  customer  in¬ 
put  to  help  align  products  with  specific  customer  needs.  One 
of  QualityTeam's  unique  features  is  a  Process  Detail  Control 
that,  like  a  dial  on  a  radio,  allows  users  to  "tune"  the  applica¬ 
tion  to  increase  or  decrease  the  level  of  sophistication  re¬ 
quired  by  existing  business  practices. 

QualityTeam  is  a  standards-based  application  designed  to 
run  on  all  major  computing  platforms.  The  system  is  priced  at 
$2,975  per  user,  with  a  tiered  server  charge  starting  at 
$1 2,000  for  five  users.  For  more  information,  call  Scopus  at 
888  200-2971 ,  or  visit  the  Scopus  Web  site  at  www.scopus.com. 

oped  to  deal  with  such  transactions.  Many  of  the  systems,  such 
as  Digital  Equipment  Corp.’s  Millicent  and  the  proposed 
Netbill  protocol,  are  designed  for  companies  selling  informa¬ 
tion  or  small  software  programs  over  the  Net.  Almost  all  of 
the  schemes  depend  on  a  third  party  to  verify  that  the  buyer 
has  the  money  available  and  that  the  seller  has  delivered  the 
goods  before  releasing  payment.  Because  the  process  is  so  high¬ 
ly  automated,  it  can  be  cost-effective  on  transactions  down  to 
a  fraction  of  a  cent. 

CyberCash  Inc.  in  Reston,  Va.,  has  a  new  payment  service 
called  CyberCoin,  which  enables  individuals  to  make  elec- 


Putting  IT  in  T-E-A-M 
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The  Road  to  the  Year  2000  Will  Be  a 


Hazardous  Journey  Without  PE/Route2 


'l  ou  know  the  problem  facing  your  organization  and  you  want  to 
start  smart;  it’s  not  like  you’ve  done  Year  2000  before.  LBMS  intro¬ 
duces  PE/Route2  Year  2000,  the  industry’s  first  complete  process 
and  project  management  tool  providing  proven  best  practices  for 
solving  the  Year  2000  problem. 

l)k/Route2  Year  2000  contains  the  CHC  Signature  2000'  process 
for  planning,  managing  and  executing  your  Year  2000  conversion 
projects.  Developed  by  Computer  Horizons  Corp.,  the  process  pro¬ 
sides  an  end-to-end  solution,  so  you’ll  know  where  to  start  and  see 
clearly  where  your  project  teams  are  headed.  You  will  have  a  com¬ 
plete  understanding  of  the  full  extent  of  your  Year  2000  project 
risks,  costs  and  schedules.  PE/Route2  provides  a  comprehensive 
methodology  for  the  Year  2000,  defining  activities,  deliverables, 
roles,  responsibilities,  dependencies,  resources,  tools,  techniques  and 
estimating  metrics. 

Contact  LBMS  at 

1 .800.345.LBMS(5267) 

©  1996  by  LBMS,  Inc.  PE/Route2  is  a  trademark  ol  LBMS,  Inc.  CHC  Signature  2000  is 
trademark  of  Computer  Horizons  Corp.  All  other  trademarks  acknowledged. 


PE/Route2  allows  project  managers  to  effectively  manage  everyone's 
work,  from  internal  developers  to  consultants. 

Key  features  include: 

•  Best  practices  developed  by  CHC  consultants  and  proven  on 
successful  Year  2000  projects  over  the  last  2  years. 

•  Complete  lifecycle  process  template  covering  discovery,  analy¬ 
sis,  implementation,  construction  and  testing. 

•  Business  case  determining  risks,  costs  and  resources. 

•  Complete  automated  process  management  solution,  providing 
rapid  process  customization  and  project  planning,  intelligent 
resource  assignment,  smart  object-based  estimating,  integrated 
project  scheduling,  progress,  time  and  metrics  tracking,  and 
comprehensive  multimedia  work  guidance. 

Call  us  NOW  at  800.345. LBMS(5267)  or  visit  our 
Web  site  at  www.lbms.com  for  more  information 
on  how  PE/Route2  can  solve  your  Year  2000 
problem. 

SLBMS 


http://www.lbms.com 
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tronic  cash  transactions  costing  anywhere  from  25 
cents  to  $10.  “Internet  merchants  must  offer  con¬ 
sumers  the  ability  to  make  spontaneous,  small- 
denomination  payments  on  the  Internet  to  take 
electronic  commerce  to  the  next  level,”  says  Bill 
Melton,  president  and  CEO  of  CyberCash. 
CyberCoin  can  be  used  with  any  existing  bank 
account  or  major  credit  card — all  that  is  needed  is 
an  Internet  “Wallet,”  which  is  free  to  consumers 
and  can  be  downloaded  from  the  CyberCash  Web 
site  (www.cybercash.com). 

If  the  growth  of  token-based  payment  schemes 
is  stunted  due  to  a  lack  of  acceptance,  smart  cards 
will  likely  emerge  as  the  candidate  for  the  future 
currency.  A  smart  card  is  essentially  a  credit  or  debit 
card  with  an  embedded  chip  that  holds  much  more 
information  than  the  traditional  magnetic  strip. 

Relationship-based  smart  cards  are  like  credit 
cards  with  additional  features  such  as  value-added 
marketing  programs  and  access  to  multiple  finan¬ 
cial  accounts.  Electronic  “purses,”  more  like  debit 
cards,  receive  money  from  an  ATM  or  through  spe¬ 
cial  phones  and  can  be  “recharged”  once  they 
become  depleted.  Their  success  depends  on  how 
ubiquitous  smart-card  readers  become  in  places 
such  as  vending  machines  and  tollbooths. 

However,  not  everyone  is  convinced  that  the 
microcommerce  market  will  support  special  pro¬ 
tocols  or  payment  systems.  Forrester’s  Weisman  is 
among  the  skeptics.  “I’m  not  a  big  believer  that 
these  digital  things  will  take  off,”  he  says.  “They 
are  not  protected  like  credit  cards  nor  are  they 
issued  by  trusted  brand  names.”  Instead,  he  sees 
microcommerce  being  folded  into  the  larger  retail 
transaction  business,  especially  credit  cards.  “Not 
many  businesses  can  make  a  solid  business  case  for 
nickels  and  dimes,  and  a  lot  of  them  are  going  to 
want  to  go  to  aggregate  transactions,”  he  says. 
“People  will  be  more  comfortable  with  something 
issued  by  a  bank  that  they  can  use  both  on  and  off 
the  Internet.” 

But  not  everyone  agrees.  Stephen  D.  Crocker, 
senior  vice  president  of  development  for 
CyberCash,  says  that  when  the  item  being  pur¬ 
chased  is  inexpensive,  the  risk  to  the  customer 
and  merchant  is  low,  which  translates  into  a  low 
transaction  cost.  E-cash  is  not  subject  to  the  same 
regulations  that  protect  consumers  against  credit 
card  fraud  but  at  the  same  time  drive  up  costs. 
“Microcommerce  mechanisms  won’t  work  if  you 
try  to  burden  small  payments  with  regulation 
costs,”  Crocker  says.  BEl 


Associate  Editor  Elaine  M.  Cummings  can  be 
reached  atcummings@cio.com.  Additional  report¬ 
ing  by  freelance  writer  Rick  Cook. 


It  connects  the  best  of  both  worlds,  with  nary  a  wire  be¬ 
tween  them.  The  Stylistic  1000  RF,  a  wireless  Windows  95  tablet  PC 
from  Fujitsu  Personal  Systems  Inc.,  uses  radio  technology  from  Prox- 
im  Inc.  to  offer  mobile  users  full  access  to  their  stationary  databases. 

The  Stylistic  1000  RF  packs  the  power  of  a  desktop  computer  into  a 
tablet  that  weighs  3.6  pounds  and  measures  7.3  x  1 1  x  1 .6  inches  and  in¬ 
cludes  Proxim's  built-in  2.4GFIz  wireless  LAN  radio  system.  With  this  com¬ 
puter,  mobile  users  can  have  all  the  IT  comforts  of  the  LAN  at  their  finger¬ 
tips  when  they  are  at  work  out  on  the  floor.  For  example,  hospital 

clinicians  can  link  directly  to  hospital  databas¬ 
es  when  they  treat  patients,  and  trading 
managers  can  access  real-time  worldwide 
market  data  direct  from  a  central  server. 
The  color  tablet  PC  is  powered  by  a 
1 00MHz  486  processor  with  8MB  of  dy¬ 
namic  RAM  that  can  be  expanded  to 
40MB.  It  is  compatible  with  Novell  Inc.'s 
NetWare  and  Personal  NetWare  and  TCP/IP  protocols. 
The  radio  system  is  Proxim's  RangeLAN2,  featuring  1 5  independent 
channels,  a  1 ,6Mbps  data  transfer  rate  and  a  200-  to  500-foot  indoor 
wireless  range  to  an  Ethernet  access  point. 

The  Fujitsu  Stylistic  1000  RF  is  priced  beginning  at  $4,185.  For  more  infor¬ 
mation,  call  800  831-3183  or  visit  Fujitsu's  Web  site  at  www.fpsi.fujitsu.com. 


Patently  Obvious 


WHOEVER  THINKS  PATENTS  SHOULD  REMAIN  buried  deep 
within  the  files  of  a  corporate  legal  department  is  in  dire 
need  of  a  wake-up  call.  So  contends  Kevin  G.  Rivette,  former 
patent  attorney  and  current  president  of  SmartPatents  Inc.,  a  Mountain 
View,  Calif.,  provider  of  analytical  soft¬ 
ware  tools  designed  to  help 
companies  manage  their  in¬ 
tellectual  property  assets. 

To  help  manage  patents 
and  keep  an  eye  on  what 
your  competition  is  up  to, 

Rivette's  company  offers 
SmartPatent  Workbench, 
a  Windows-based  analysis  tool 
that  allows  companies  to  quickly  organize  patents  from  a  customized 
library  that's  updated  regularly.  Using  the  SmartPatent  Workbench,  users 
can  search  for  patents  in  seconds,  view  hyperlinked  text  and  images,  an¬ 
notate  patents  and  create  maps  comparing  company  patents  with  those 
of  competitors.  System  requirements  for  SmartPatent  Workbench  include 
a  486-based  PC,  at  least  8MB  of  RAM  and  Microsoft  Windows  3.1  or  DOS 
5.0  or  higher.  Pricing  depends  on  the  licensing  agreements  and  the  cus¬ 
tomized  libraries.  For  more  information,  call  415  237-0900. 


106  CIO  /  DECEMBER  15,  1996  /  JANUARY  1,  1997 


http://www.cio.com 


ILLUSTRATION  BY  MARK  FISHER 


Introducing  the 


best-in-class 
client/server  HRMS 
Software-The 
Solution  Series/ST® 
from  Cyborg. 
It’s  faster  and  more 
flexible  than  existing 
"fat  client”  systems. 
Easier  to  implement, 
too.  And  the  optional 
payroll  processing 
component  is  years 
ahead  of  competing 
systems.  Of  our  1,400 
clients,  98%  chose 
Cyborg  payroll 
processing.  Because 
the  best  technology 
is  the  safest  choice. 


800-4-CYBORG  www.cyborg.com 
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Microsoft 
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To  motivate  your  team  and  keep  them  in  synch  requires  having 
a  mind  for  details.  A  mind  that  can  recall  the  status  of  many 
tasks  at  once.  A  mind  that  can  keep  track  of  the  abilities 
and  workload  of  team  members.  A  mind  that  can  remember 
the  past  performance  of  everyone  in  the  group  for  meaningful 
evaluations.  In  other  words,  a  mind  that  has  Microsoft*  Team 
Manager  helping  it.  Team  Manager  makes  it  easy  to  keep  any 
team  working  together  by  automatically  consolidating  and 


tracking  work  by  team  members.  The  whole  group  can  use  it 
to  get  an  accurate  picture  of  team  progress,  what  deadlines 
are  looming  and  what  tasks  need  doing.  And  because  Team 
Manager  is  part  of  the  Microsoft  Office  family  of  applications, 
your  team  will  feel  comfortable  using  it  right  from  the  start. 
Check  it  out  for  yourself  at  www.microsoft.com/teammanager/. 
You’ll  see  how  Team  Manager  can  help  you  organize,  motivate, 
track,  evaluate,  schedule  — you  know... manage. 


Microsoft 


Where  do  you  want  to  go  today?" 
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Suite  2000m  -  a  comprehensive  solution 
that  adds  value  across  the  millenium 


PROJECT  MANAGEMENT 
AND  PLANNING 


YEAR  2000  IMPACT  ANALYSIS 


APPLICATION  ISOLATION 


APPLICATION  PRIORITIZATION 


APPLICATION  SCHEDULING 
AND  MONITORING 


DETAILED  CONVERSION  PLAN 


CODE  CONVERSION 


DATA  CONVERSION 


Portfolio  Analyzer 


Portfolio 


UNIT  TESTING 


INTEGRATION  AND 
SYSTEM  TESTING 


ACCEPTANCE  TESTING  AND 
IMPLEMENTATION 


POST-CONVERSION  SUPPORT 


Suite  2000™  is  a  multi-phased  service 
for  converting  programs  and  applications 
so  that  date-related  information  is  accurate¬ 
ly  processed  before  and  after  the  year 
2000.  The  service  includes  expert  project 
management,  skilled  technical  profession¬ 
als,  and  a  robust  tool  set  for  maximizing 
quality  and  productivity. 

The  workbench  provides  an  orderly, 
automated  approach  to  the  identification 
and  implementation  of  required  changes 


Suite  2000m  adheres  to  a 
methodology  supported 
by  a  well-defined  process 
that  ensures  the  most 
economical ,  risk-averse 
completion  of  the  Year 
2000  conversion 


via  the  Portfolio  Analyzer  that  extracts  and 
builds  comprehensive  information  describ¬ 
ing  the  customer's  programs  and  applica¬ 
tions,  databases,  and  files.  Session  work 
and  logic,  stored  in  the  Suite  2000™ 
Knowledge  Base,  not  only  facilitates  the 
conversion  effort,  but  .  .  n  . .  .  r  ,  ^ 
can  be  shared  and 
reused  later  to  support 
other  information  tech-  MsBKIHSHSSiffl 
nology  initiatives. 


We  can  take  you  far  beyond  the  year  2000 


CALL  (402)  496-8500 
FOR  INFORMATION  ON  SUITE  2000™ 

©  1995  Suite  2000  is  a  registered  trademark  of  PKS  Information  Services,  Inc. 
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A  Peter  Kiewit  Sons’  Compony 


Encyclopaedia 
Britannica's 
Larry  Merrick 
on  Launching 
an  Internet 
Product 

Why  did  Encyclopaedia 
Britannica,  a  228-year- 
old  company  steeped  in 
leather-and-mahogany 
tradition,  decide  to  do 
business  on  the  Web? 

The  traditional  business 
environment  had  been  tough 
for  some  time.  Inexpensive 
CD-ROM  encyclopedias 
made  our  product  a  com¬ 
modity.  Market  demand  for 
information  retrieval  and 
distribution  was  shifting  to 
wide  area  networks,  and  we 
wanted  a  way  to  propagate 
and  maintain  our  database 
[of  encyclopedia  articles]  at 
multiple,  networked  cus¬ 
tomer  sites.  The  Web  was  the 
easiest  way  to  do  that. 

What  do  you  tell  people 
who  scoff  at  the  idea 
of  making  money  on  the 
Internet? 

Our  purpose  for  being  on  the 
Internet  is  clear:  We  needed 
to  do  it.  Companies  that  put 
the  Web  down  as  hype  may 
not  know  what  their  purpose 
is  for  being  on  it. 

Colleges  and  universities 
pay  to  subscribe  to  Britanni¬ 
ca  Online  based  on  their 
number  of  full-time  student 
equivalents — from  $2,500 
for  2,500  or  fewer  students 
to  $353, 500-plus  for  larger 


Where  are  you  taking 
Britannica  Online 
next? 

For  the  first  time,  we 
have  a  way  to  see  what 
people  look  up  in  an 
encyclopedia.  We’re 
trying  to  capture  those 
hits  at  a  high  level. 

We  also  want  to  look  at 
queries  where  there 
were  no  hits.  From  an 
editorial  standpoint, 


Spotlight  On: 


universities. 
Contrast  that  with 
book  sales:  A  uni¬ 
versity  might  buy 
one  new  set  a  year 
|  at  a  discounted 
price  of  $595]. 
There’s  no  compari¬ 
son.  We  are  making 
money  on  the  Web. 


How  did  you  deal 
with  security? 

Security  is  something 
you  have  to  take  seri¬ 
ously;  but  the  tools 
are  available.  Our 
encyclopedia  arti¬ 
cles  are  our  family 
jewels,  and  we  can’t 
let  them  be  stolen. 

We’ve  adequately 
addressed  them  with 
commercially  available  fire¬ 
walls  plus  add-on  software 
we  wrote  that  keeps  track  of 
how  many  Britannica  Online 
URLs  a  customer  site  access¬ 
es  per  day.  If  we  suddenly 
see  a  spike,  it  could  mean 
someone  is  trying  to  illegally 
download  the  product,  and 
we  shut  them  off. 


Have  your  challenges 
changed  as  a  result  of 
Web  commerce? 

I  now  explain  the  Internet’s 
technology  environment  to 
executives.  It’s  painful  at 
times.  My  favorite  question 
is,  “How  do  we  track  how 
long  a  person  is  on  Britanni¬ 
ca  Online?”  I  try  to  explain 
that  the  Internet  isn’t  time 
based;  it’s  transaction  based. 

I  also  have  to  think  like  a 
security  guard  now.  I  find 
myself  thinking,  “If  someone 
were  to  break  into  our  sys¬ 
tem,  what  would  they  do?” 
Though  we’ve  addressed 
security  issues,  it’s  never 


and  buy  when  it 
makes  sense. 


over.  It’s  like  an  arms  race. 
I  find  myself  wondering 
what  we  can  do  next  to 
anticipate  what  they’ll 
do  next. 


What  effect  has 
the  launch  had  on 
your  systems  and 
infrastructure? 

Capacity  planning  is 
difficult.  The  Internet  is 
like  a  highway:  At  rush 
hour  it  is  bumper  to 
bumper,  but  at  2  a.m. 
you  can  do  75  miles 
per  hour.  My  offramp 
may  be  fine,  but  if  the 
Internet’s  slow,  people 
blame  us. 

A  different  chal¬ 
lenge  is  keeping  the 
Internet  systems  run¬ 
ning.  When  we  do  have  out¬ 
ages,  it’s  mainly  hardware 
problems — a  server  or  disk 
drive.  Fault  tolerance  is  an 
ongoing  challenge.  Since  I 
have  to  manage  the  compa¬ 
ny’s  IS  funds,  I  have  to  look 


that  information  is  phenom¬ 
enally  helpful  in  updating 
the  encyclopedia  and  ad¬ 
dressing  what  people  want 
to  see  that  we  don’t  have. 

-Richard  Pastore 


for  the  [fault-tolerant] 
technology  price 
curve  to  come  down 


Larry  Merrick ,  vice  president  of 

'"formation  technology,  Ency- 
dopaedia  Britannica  Inc.,  Chicago 

►  L,°e  of  Business  Regular- 
bound  volume  encyclopedia 
and  a  Web-based  version, 
Britannica  Online,  that  is  sold 
by  subscription 

►  8,0  Joined  Encyclopaedia 

Britannica  in  1989  as  executive 

director  of  MIS;  was  director  of 

applications  development  at 
Publisher  Scott  Foresman 

►  Day  to  Day  Oversees  IS,  appli¬ 
cations  development  and  LAN 
issues;  focuses  on  product 
planning  and  systems  support 
for  Britannica  Online 

►  Challenges  Planning  for  net¬ 
work  capacity  needs  and  sup¬ 
porting  the  less-sophisticated 
individual  consumer  market 
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repeat  vigorously 


Capital  One 


When  Richard  Fairbank,  chairman  and  CEO  of  Capital  One  Financial  Corp.,  won  the  Gartner  Group’s 
1996  Excellence  in  Technology  Award,  we  weren’t  surprised.  After  all,  he  led  the  development  of  a 
unique  information-based  strategy  that  enabled  the  company  to  dramatically  increase  its  managed 
loans  from  about  $1  billion  to  $12  billion.  And  its  customer  base  went  from  1  million  to  8.2  million 
accounts.  An  achievement  that  won’t  soon  be  forgotten.  At  MClf  we’re  proud  of  our  association 
and  honored  by  our  business  relationship  with  Capital  One.  Once  again,  congratulations.  — ^V 


MCI 


SM 


©  MCI  Telecommunications  Corporation,  1 996.  All  rights  reserved. 


when  it  comes 

to  supporting 

seamless  multinational 

networks  .  .  . 


is  essential 


Introducing  World/One 


Do  you  think  of  your  corporate  network  as  spanning  dozens  of  different 
countries?  Or  just  one  world? 

Cabletron’s  World/One™  program  can  make  your  global  network  virtually 
seamless.  A  single  entity,  covering  a  single  world.  Because  you’ve  got  more 
important  things  to  do  than  worry  about  a  lot  of  international  differ¬ 
ences,  red  tape,  and  roadblocks. 

You  get  focused  global  support,  and  special  tools  and 
privileges  to  help  you  stay  on  top  of  your  network  from 
wherever  you  sit.  Even  access  to  a  dedicated,  secure 
web  site  with  real-time  information  about  all  your 
business  with  Cabletron  worldwide. 

With  Cabletron’s  World/One  support  orchestrating 
all  the  intricacies  of  your  worldwide  network,  you’re  freer 
to  use  new  technology  to  expand  plants,  R  &  D,  mar¬ 
keting  reach,  etc.  You  can  get  to  new  markets,  with  new 
products,  faster  than  you  may  have  thought  possible. 

The  World/One  advantage.  One  seamless  network. 

One  view.  One  company  can  do  it  for  you.  Cabletron.  Call 
(603)  332-9400  to  learn  more. 
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The  stuff  Intranets  are  made  of 


The  Complete  Networking  Solution'* 


35  Industrial  Way,  Rochester,  NH  03867  •  Internet:  http://www.cabletron.com/ 

The  Cabletron  logo  is  a  registered  trademark,  and  Synthesis  and  World/One  are  trademarks,  of  Cabletron  Systems  Inc. 


